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LETTER  OF  TRANSMITTAL 


To  the  Congress  of  the  United  States: 

As  required  by  section  7  (4)  of  the  act  of  Congress  approved  March 
24,  1934,  entitled  "An  act  to  provide  for  the  complete  independence  of 
the  Phihppine  Islands,  to  provide  for  the  adoption  of  a  constitution 
and  a  form  of  government  for  the  Philippine  Islands,  and  for  other 
purposes,"  I  transmit  herewith,  for  the  information  of  the  Congress, 
the  seventh  and  final  report  of  the  United  States  High  Commissioner 
to  the  Philippine  Islands  covering  the  period  from  September  14,  1945, 
to  July  4,  1946. 

I  recommend  that  this  report  be  printed  as  a  congressional  docu- 
ment. 

Harry  S.  Truman. 

The  White  House,  July  8,  1947. 
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LETTER  OF  SUBMITTAL 


The  United  States  High  Commissioner 

.  TO  THE  Philippine  Islands, 
Washington,  D.  C,  June  30-,  1947. 
The  President, 

The  White  House. 
Dear  Mr.  President:  In  Gompliance  with  your  letter  of  July  4, 
1946,  designating  me  to  liquidate  the  affairs  of  the  Office  of  the  United 
States  High  Commissioner  to  the  Philippine  Islands,  I  wish  to  report 
the  status  of  the  liquidation  of  this  Office. 

All  necessary  fiscal  reports  are  being  forwarded  to  the  General 
Accounting  Office.  Personnel  records  have  been  completed,  and  the 
necessary  retirement  reports  made  to  the  Civil  Service  Commission. 
In  a  letter  dated  June  5,  1947,  I  requested  Secretary  Krug,  of  the 
Department  of  the  Interior,  to  assume  the  final  responsibility  for  the 
disposition  of  the  furniture,  records,  and  equipment,  and  also  to  answer 
any  requests  for  information  from  the  General  Accounting  Office. 

Mr.  R.  W.  Bunch,  who  has  been  my  executive  assistant  since  the 
formation  of  the  Office  in  September  1945,  is  at  present  attached  to 
the  United  States  Public  Health  Service  and  is  available  for  any 
questions  which  might  be  raised  concerning  this  Office. 
Faithfully  yours, 

Paul  V.  McNutt. 
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REPORT  OF  THE  UNITED  STATES  HIGH  COMMIS- 
SIONER TO  THE  PHILIPPINE  ISLANDS 


Washington,  D.  C,  June  30,  1947. 
To  the  President  and  the  Congress ^  of  the  United  States,  Washington, 

Sir:  Pursuant  to  section  7  (4)  of  the  act  of  Congress  of  March  24, 
1934,  I  have  the  honor  to  submit  herewith  the  Seventh  Report  of  the 
United  States  High  Commissioner  to  the  PhiHppine  Islands. 

This  report  does  not  cover  the  fiscal  year  1945-46  as  such.  I  did 
not  qualify  as  High  Commissioner  until  September  14,  1945.  Inas- 
much as  the  Office  of  the  High  Commissioner  had  been  in  practical 
suspension  since  the  end  of  the  fiscal  year  1941-42,  no  records  of  the 
intervening  period  were  available  to  me,  although  a  brief  review  of 
the  salient  events  of  the  period  is  included,  by  reference,  in  this  report. 
Since  the  Japanese  were  in  occupation  of  the  Philippines  until  October 
20,  1944,  and  the  islands  were  a  battleground  until  September,  1945, 
no  civil  government  recognized  by  the  United  States  was  in  existence 
in  the  Philippines  until  1945. 

This  report  then,  properly  speaking,  covers  only  the  period  from 
September  14,  1945,  the  date  of  my  qualification  as  High  Commis- 
sioner, to  July  4,  1946,  the  date  when  the  Philippines  became  inde- 
pendent and  the  High  Commissioner  ceased  to  exercise  functional 
powers  with  regard  to  the  Philippines. 

In  order,  however,  to  achieve- a  measure  of  unity  with  past  reports 
of  the  High  Commissioner,  I  have  attempted  to  summarize  briefly  the 
major  events  of  the  period  smce  the  last  report  of  the  High  Commis- 
sioner, June  30,  1942.  Reference  is  also  made  to  the  activities  of  the 
skeleton  office  of  the  High  Commissioner  in  the  interim  period. 

Under  authorization  from  the  President,   I  have  liquidated  the 
Office  of  the  High  Commissioner,  in  accordance  with  congressional 
mandate.     As  of  this  date  (June  30,  1947)  the  Office  of  the  High  Com- 
missioner ceases  to  exist.     The  officers  and  employees  who  were  at- 
tached to  the  Office  to  assist  in  the  liquidation  are  as  follows: 
Mr.  Richard  W.  Bunch,  executive  assistant. 
Commander  Julius  C.  C.  Edelstein,  editor  of  the  report. 
Miss  Josephine  E.  Hirschinger,  administrative  assistant. 
Mrs.  Dora  B.  McCracken  and  Mrs.  Margaret  N.  Kaine,  S3cre- 
tarial  assistants. 

This,  then,  is  the  final  report  of  the  High  Commissioner  to  the 
Philippines  summarizing  the  events  leading  to  the  grant  of  inde- 
pendence on  July  4,  1946. 
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I.    GENERAL    STATEMENT 

The  entire  4-year  period  covered  by  this  report  is  unquestionably 
the  most  significant  period  in  Philippine  history,  just  as  it  is  one  of  the 
most  significant  phases  of  American  history. 

For  both  the  Filipino  and  the  American  peoples  it  was  a  period  of 
tremendous  crisis- — for  the  people  of  the  Philippines,  a  test  of  national 
unity  and  national  resolve,  and  of  national  loyalty  to  the  institutions 
of  democracy,  freedom,  and  western  liberalism;  for  the  people  of 
America  it  was  a  test  of  our  willingness  to  fulfill  long-standing  com- 
mitments, to  redeem  pledges  of  the  past,  to  accomplish,  at  whatever 
cost  in  American  lives  and  treasure,  the  liberation  from  the  enemy  of 
American  territory  seized  by  the  enemy  and,  in  general,  to  carry  out 
to  completion  an  historic  experiment  in  training  a  colonial  people  for 
independence  and  in  providing  the  proper  conditions  for  that  inde- 
pendence to  succeed.  The  story  of  how  both  peoples  and  both 
nations  successfully  endured  their  crises  and  met  the  tremendous 
challenge  of  history  is  a  brilliant  addition  to  the  epics  of  heroism  and 
honor  in  modern  times. 

This  report  will  undertake  to  summarize  the  most  significant  events 
of  this  development  and  to  report  especially  on  the  actions  and  under- 
takings of  the  United  States  Government  with  regard  to  the  Philip- 
pines. The  report  will  also  include  a  summary  of  the  principal  lines 
of  policy  followed  by  the  Philippine  Government  in  the  period  covered, 
and  the  efforts  undertaken  to  accomplish,  with  the  aid  of  the  United 
States,  the  rehabilitation  of  the  war-shattered  life  of  the  nation. 

THE  CENTRAL  PROBLEM 

With  the  liberation  of  the  Philippines  from  the  enemy,  Filipino 
leaders  and  the  United  States  Government,  too,  faced  a  central  prob- 
lem of  staggering  proportions.  That  problem  was  to  accomplish  the 
grant  of  independence  to  a  nation  that,  physically,  was  in  shambles 
and  ruins,  without  means  of  sustenance  or  financial  support;  with 
every  phase  of  its  economic  life  either  completely  destroyed  or  com- 
pletely out  of  gear;  with  thousands  of  homeless,  thousands  of  dis- 
placed, and  thousands  of  dislocated  and  disaffected  persons  roaming 
the  land. 

The  United  States  was  committed  to  "advance  the  date  of  inde- 
pendence" and  to  grant  political  freedom  "as  quickly  as  possible 
*  *  *  prior  to  July  4,  1946  *  *  * "  after  the  restoration  of 
"orderly  and  free  democratic  processes  of  government."^  It  was, 
of  course,  to  the  over-all  advantage  of  American  foreign  policy  to 
fulfill  to  the  letter  the  pledge  of  independence  to  the  Philippines. 
With  America  insisting  everywhere  on  the  fulfillment  of  international 
pledges,  we  had  an  obvious  obligation  to  carry  out  this  particular 
pledge  which  had  been  cited  all  through  the  war  as  a  typical  example 
of  American  policy  with  regard  to  dependent  peoples.  To  have 
reneged  on  the  independence  date  beyond  July  4,  1946,  for  whatever 
reason,  would  have  exposed  American  policy,  in  general,  to  dangerous 
attack  elsewhere  in  the  world.  The  fact  that  the  Philippines  was 
dramatically  unprepared  for  independence  in  an  economic  sense  could 
not  have  been  made  sufficiently  plausible  to  the  rest  of  the  world. 

1  S.  J.  Res.  93  (Public  Law  380,  78th  Cong.). 
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On  the  part  of  the  Filipino  people,  they  were  naturally  anxious  to 
achieve  their  long  dreamt-of  independence.  Although  there  were 
some  Filipinos  who  averred  privately  that  there  was  a  widespread 
sentiment  among  the  people  against  independence  because  of  the 
unsettled  condition  of  their  country,  not  a  single  responsible  political 
leader  undertook  to  make  such  a  statement  in  public.  The  people, 
in  general,  unquestionably  wanted  independence  and  hoped  for  suc- 
cessful economic  rehabilitation  on  the  basis  of  President  Roosevelt's 
historic  pledge  of  December  28,  1941,  ^  when  he  said: 

The  people  of  the  United  States  will  never  forget  what  the  people  of  the  Phil- 
ippine Islands  are  doing  this  day  and  will  do  in  the  days  to  come.  I  give  to  the 
people  of  the  Philippines  my  solemn  pledge  that  their  freedom  will  be  redeemed 
and  their  independence  established  and  protected.  The  entire  resources,  in 
men  and  in  material,  of  the  United  States  stand  behind  that  pledge. 

Hence,  the  question  of  whether  or  not  to  carry  out  the  pledge  of 
independence  as  specified  in  the  Tydings-McDuffie  Act  ^  was  more  or 
less  academic.  It  certainly  was  not  realistic  or  practical.  As  a 
matter  of  fact.  Senate  Joint  Resolution  93,^  had  provided  for  the 
advancement  of  the  date  of  independence  and  its  proclamation  "as 
quickly  as  possible"  upon  the  restoration  of  "orderly  and  free  demo- 
cratic process  of  government"  after  liberation. 

The  problem  of  granting  political  independence  to  a  nation  and 
to  a  people  in  such  dire  economic  straits  was  one  to  challenge  the 
efforts  of  governments  and  citizens  alike  in  both  countries.  The 
fact  that  a  solution  was  actually  and  definitively  found,  satisfying 
the  major  objectives  of  both  peoples,  is  a  maximum  tribute  to  the 
democratic  legislative  processes  of  discussion,  deliberation,  amend- 
ment, and  compromise,  which  finally  resulted  in  the  basic  economic 
program  provided  by  the  United  States  Government  for  Philippine 
rehabilitation,  simultaneous  with  Philippine  political  independence. 

II.  RECAPITULATION— OCCUPATION  TO  LIBERATION 

THE    GOVERNMENT    IN    EXILE 

Shortly  after  President  Quezon  arrived  in  the  United  States  in 
March  1942  he  reorganized  his  cabinet,  most  of  whose  prewar  members 
had  been  left  behind  in  Manila,  and  formally  set  up  a  government 
in  exile.     The  members  of  that  cabinet  were — 

Hon.  Joaquin  M.  Elizalde  (ex  officio),  resident- commissioner  to 

the  United  States. 
Mr.  Jaime  Hernandez,  secretary  of  finance. 
Maj.  Gen.  Baslio  J.  Valdez,  secretary  of  national  defense  and 

communication . 
Gen.   Carlos  P.   Romulo,   secretary  of  information  and  public 

relations. 
Col.  Manuel  Nieto,  secretary  of  agriculture  and  commerce. 
Mr.  Arturo  Rotor,  secretary  to  the  President. 
Mr.  Ismael  Mathay,  budget  and  finance  commissioner. 
Mr.  Alejandro  Melchor,  military  adviser  to  the  President. 
Dr.  Urbano  Zafra,  economic  adviser  to  the  President. 

2  President  Roosevelt's  speech  on  December  28,  1941,  was  specifically  addressed,  by  radio,  to  the  Filipino 
people.  Its  purpose  was  to  offset  the  Japanese  propaganda  that  the  United  States  fleet  had  been  sunk  and 
that  the  Philippines  was  irrevocably  lost  to  the  United  States. 

3  Philippine  Independence  Act  (Public  Law  127,  7.3d  Cong.,  approved  March  ?4,  1934). 
<  Public  Law  380,  78th  Congress,  appioved  June  29,  1944. 
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Some  of  the  members  of  the  cabmetj  such  as  Resident  Commissioner 
Joaquin  M.  EHzalde,  and  Secretary  of  Finance  Jaime  Hernandez, 
had  been  in  the  United  States  on  December  7.  A  few,  such  as  Vice 
President  Sergio  Osmena  and  Secretary  of  Information  Carlos  Romulo, 
had  been  evacuated  in  the  final  days  of  Bataan  and  Corregidor. 

This  Government,  with  some  few  changes,  functioned  in  Washing- 
ton until  the  landing  in  Leyte  on  October  20,  1944. 

DEATH  OF  PRESIDENT  QUEZON 

On  August  1,  1944,  just  2  months  before  the  landing,  President 
Quezon  died  at  Lake  Saranac,  N.  Y.  A  tubercular  for  almost  20 
years,  his  wasted  body  could  no  longer  contain  his  dynamic  spirit. 
He  was  aware  when  he  died  that  the  liberation  of  his  homeland  w-as 
about  to  occur.  Vice  President  Sergio  Osmena,  who  had  been  evacu- 
ated from  Corregidor  together  with  President  Quezon,  was  immedi- 
ately sworn  in  as  Chief  Executive  of  the  Commonwealth  Government 
in  Exile. 

THE  PRESIDENCY 

President  Quezon  had  assumed  the  Presidency  for  the  first  time  upon 
the  inauguration  of  the  Commonwealth  on  November  15,  1935. 
At  that  time  the  Philippine  Constitution,  as  originally  proposed  and 
adopted,  carried  a  provision  for  one  6-year  term  for  the  President, 
with  the  incumbent  being  ineligible  for  reelection. 

In  1940,  shortly  before  the  end  of  President  Quezon's  term,  the 
proposal  was  made  in  the  Philippines  to  amend  the  Constitution  to 
provide  for  4-year  terms,  as  in  the  United  States,  but  with  an 'absolute 
two-term  limit  on  tenure.  Quezon,  who  had  already  served  6  years, 
announced  that  if  he  were  nominated  and  reelected  under  the  terms  of 
the  proposed  constitutional  amendment,  he  would  resign  after  2 
years  in  office,  thus  completing  8  years  of  service.  This  amendment 
was  approved  by  the  Filipino  people  and  by  the  President  of  the 
United  States.^  The  amendment  was  so  phrased  that  President 
Quezon  could  not  in  any  event  have  served  more  than  a  total  of  8 
years.  In  November  1941  President  Quezon  was  renominated  and 
reelected.  Under  the  terms  of  the  constitutional  amendment  and 
by  his  own  pledge.  President  Quezon  was  scheduled  to  go  out  of  office 
on  November  15,  1943. 

In  the  early  part  of  1943  a  resolution^  was  introduced  into  the 
American  Congress  to  authorize  and  direct  the  incumbent  Philippine 
President  to  remain  in  office  until  constitutional  processes  had  been 
restored  in  the  Philippines,  and  until  a  regular  election  could  be  held 
to  choose  a  successor  to  the  incumbent. 

The  sponsor  of  that  proposal,  when  it  was  first  considered  in  the 
Philippine  Cabinet,  was  Vice  President  Sergio  Osmena  who  would 
have  been  the  chief  beneficiary  if  the  constitutional  provision  in  force 
at  the  time  had  been  followed.  On  this  matter  it  was  the  view  of 
the  United  States  Government  that  if  the  Philippine  government  in 
exile  desired  to  keep  President  Quezon  in  office,  it  was  to  the  interest 
of  the  United  States  and  of  the  war  effort  itself  to  retain  him  in  that 

» Sec.  5,  art.  VII,  Philippine  Constitution  (as  amended). 
•  S.  J.  Res.  95  (Public  Law  186,  78th  Cong.). 
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position.  President  Roosevelt,  therefore,  felt  that  there  was  moral 
justification  for  the  United  States  Congress  to  exercise  its  unquestioned 
legal  prerogative  to  amend  the  Philippine  Constitution  under  the 
emergency  conditions  then  existing.  There  was  no  legal  question  but 
that  the  United  States  Congress,  until  the  actual  grant  of  independ- 
ence on  July  4,  1946,  had  complete  hegemony  over  the  Philippines 
and  could  either  amend  or  suspend  the  Philippine  Constitution  or  any 
portion  of  it  by  the  exercise  of  unilateral  sovereign  power. 

The  joint  resolution  was  unanimously  approved  and  signed  on 
November  12,  1943,  after  full  and  open  committee  hearings,  at  one 
of  which  Vice  President  Osmena  appeared  in  support  of  the  legislation. 
Under  the  authority  of  this  resolution,  President  Quezon  remained  in 
office. 

On  Quezon's  death  in  1944  Vice  President  Osmena  automatically 
succeeded  to  the  post  he  would  have  occupied  had  the  joint  resolution 
not  been  passed.  That  joint  resolution,  however,  was  to  have  a  sub- 
sequent importance  in  political  developments  following  the  liberation. 

THE    LIBERATION    AND    RESTORATION    OF    CIVIL    GOVERNMENT 

When  General  MacArthur's  forces  landed  through  the  surf  of  Leyte 
Gulf  to  secure  the  first  beachhead  in  the  Philippines,  General  Mac- 
Arthur  and  President  Osmena  waded  side  by  side  up  to  the 
shore  and  saw  the  Philippine  flag  and  the  American  flag  raised  together 
over  two  coconut  trees. 

After  the  first  military  successes  had  been  achieved,  ci\il  govern- 
ment was  established  in  the  recaptured  areas  and  the  Commonwealth 
Government  was  declared  restored  on  Philippine  soil.  As  American 
forces  bit  deeper  and  deeper  into  the  Philippines,  more  and  more 
authority  was  passed  into  the  hands  of  the  Commonwealth  Govern- 
ment. 

Side  by  side  with  the  Commonwealth  Government,  a  Civil  Affairs 
Unit  of  the  American  Army  functioned  to  provide  relief,  maintain 
peace  and  order,  and  meet  the  emergency  needs  of  the  civilian  popu- 
lation. Hundreds  of  thousands  of  ration  units  were  issued.  Thou- 
sands of  units  of  Army  clothing  were  made  available  to  the  needy^ 
who  included  practically  the  entire  Philippine  population  in  contact 
with  the  military  forces.  This  dual  government  continued  to  function 
with  varying  degrees  of  divided  responsibility  until  the  middle  of  1945. 
Actually  General  MacArthur  had  proclaimed  the  liberation  of  the 
Philippines  on  February  27,  1945,  and  formally  restored  the  govern- 
ment to  President  Osmena  and  his  subordinates,  but  the  PCAU  (Civil 
Affairs  Unit  of  the  Army)  continued  to  function  for  some  time  after 
that. 

Following  his  reunion  with  officials  who  had  spent  the  war  years  in 
the  Philippines,  President  Osmena  reorganized  his  Cabinet  on  an 
interim  basis,  selecting  widely  from  the  leaders  of  the  resistance.  The 
interim  Cabinet  included  the  following: 

Mr.  Jaime  Hernandez,  Secretary  of  Finance. 
Mr.  Tomas  Confesor,  Secretary  of  the  Interior. 
Col.  T6mas  Cabili,  Secretary  of  National  Defense. 
Mr.  Sotero  Cabahug,  Secretary  of  Public  Works  and  Communi- 
cations. 
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Mr.  Vicente  Singson  Encarnaci6n,  Secretary  of  Commerce  and 

Agriculture. 
Mr.  Ramon  Quisumbing,  Secretary  of  Justice. 
Mr.  Marcelo  Adduru,  Secretary  of  Labor. 
Dr.  Jose  Locsin,  Secretary  of  Health  and  Public  Welfare. 
Mr.    Maximo    Kalaw,    Secretary    of    Information    and    Public 
Instruction. 
Finally,  with  the  advice  and  consent  of  General  MacArthur,  Presi- 
dent Osmena  convened  the  prewar  Philippine  Legislature  (elected  late 
in  1941)  in  extraordinary  session  on  June  8,  1945.    Some  of  its  mem- 
bers were  dead,  and  some  few  were  unable  to  sit  because  of  charges 
that  they  had  collaborated  with  the  enemy  during  the  occupation. 

This  was  the  government  that  undertook  to  attack  the  overwhelm- 
ing problems  of  pacification,  complete  restoration  of  civilian  control, 
economic  rehabilitation  and  reconstruction.  The  first  and  most  diffi- 
cult problem,  as  it  remained  throughout  the  months  that  followed, 
was  "collaboration." 

_  COLLABORATION    (A) 

During  their  occupation,  the  Japanese  had  made  numerous  attempts 
to  enlist  the  cooperation  of  the  Filipino  people  toward  the  objectives 
of  the  "Greater  East  Asia  Co-Prosperity  Sphere."  Those  objectives 
were,  in  naked  fact,  the  promotion  of  the  military  fortunes  of  Japan; 
but  at  all  times  the  Japanese  tried  to  disguise  this  truth  and  under- 
took, but  vainly,  to  make  the  Filipinos  think  that  they  were  being 
asked  to  cooperate  with  the  Japanese  mainly  for  the  good  of  the  Philip- 
pines and  the  glory  of  the  "colored"  races. 

Puppet  government 

When  Manila  was  occupied  by  the  Japanese  in  late  December  of 
1941,  an  executive  commission  headed  by  former  Presidential  Secre- 
tary Jorge  Vargas  was  set  up  to  run  civilian  affairs  under  the  direc- 
tion of  the  Japanese  military.  No  attempt  was  made  to  disguise  the 
identity  of  the  ruling  forces.      The  members  of  that  commission  were: 

Jorge  Vargas,  Chairman. 

Antonio  cle  las  Alas,  Secretary  of  Finance. 

Claro  Recto,  Secretary  of  Public  Health  and  Welfare. 

Jose  P.  Laurel,  Secretary  of  Justice. 

Camilo  Osias,  Secretary  of  Public  Instruction. 

Benigno  Aquino,  Secretary  of  Agriculture. 

Quintin  Paredes,  Secretary  of  Public  Works  and  Communications. 

Teofilo  Sison,  Secretary  of  Interior. 
It  is  highly  noteworthy  that  this  puppet  cabinet  numbered  among 
its  membership  the  most  eminent  leaders  of  Philippine  public  life.  It 
included  the  ranking  political  leaders  of  the  nation,  other  than  those 
who  were  in  Corregidor  with  President  Quezon.  Men  like  Recto  and 
Paredes,  for  instance,  had  political  followings  which  not  even  Quezon 
had  been  able  to  take  from  them  on  occasions  when  he  had  chosen  to 
oppose  them.  The  Japanese  had  thus  succeeded  in  organizing  an  ex- 
tremely strong  interim  government,  whose  members  were  accepted 
by  the  populace  as  their  leaders.  There  were  in  this  group  no  ac- 
knowledged quislings  in  the  sense  of  men  who  were  forced  upon  the 
people  by  the  Japanese.  This  was  a  remarkable  achievement  by  the 
Japanese,  which  made  all  the  more  remarkable  the  violent  resistance 
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offered  by  the  Filipino  people  to  the  Japanese  from  the  very  start  of 
the  occupation. 

On  the  part  of  these  puppet  leaders,  they  maintained  that  they 
agreed  to  serve  only  to  save  the  people  from  chaos,  disaster,  and  direct 
rule  by  the  Japanese. 

The  Japanese  spokesmen,  however,  were  careful  to  announce  that 
it  was  their  eventual  intention  to  grant  independence  to  the  Philip- 
pines— an  independence  which  of  course  would  fit  in  with  the  "Greater 
East  Asia  Co-prosperity  Sphere."  But  Filipinos  showed  little  en- 
thusiasm for  this  promise  of  independence,  despite  the  fact  that 
independence  had  been  a  national  goal  for  a  century. 

In  1943,  after  many  delays,  the  independence  was  to  be  formalized. 
A  constitutional  convention  had  been  called  and  a  new  constitution 
for  a  government  republican  in  form  and  semiclemocratic  in  principle 
was  drafted.  Most  of  the  prewar  leaders  of  the  Philippines  worked 
on  that  constitution. 

On  October  14,  1943,  the  new  Philippine  Republic  was  inaugurated. 
The  first  President  was  Jose  P.  Laurel,  who  had  been  Secretary  of 
Justice  in  the  1942-43  Executive  Commission.  Even  before  the  war, 
Laurel  had  been  friendly  to  Japan  and  had  been  one  of  the  few  Fili- 
pino spokesmen  of  Asiatic  unity.  He  was  hand-picked  by  the 
Japanese,  as  were  the  members  of  his  Cabinet. 

Manuel  Roxas 

The  Japanese  had  originally  offered  the  position  of  President  to 
Senator  Manuel  Roxas  who  had  fought  in  defense  of  the  Philippines  as 
a  member  of  General  MacArthur's  staff  and  who  had  been  interned  in 
a  prison  camp  along  with  other  members  of  the  Philippine  Army 
(USAFFE)  pending  their  "rejuvenation".  Gradually,  in  the  latter  part 
of  1942,  Filipino  troops  and  officers  were  offered  parole,  which  involved 
a  general  pledge  of  cooperation  with  the  New  Order.  General  Roxas 
is  said  to  have  been  the  only  officer  to  have  refused  to  sign  the  pledge. 
Senator  Roxas,  in  1943,  refused  the  offer  of  the  puppet  presidency, 
pleading  illness.  He  did,  however,  participate  in  the  drafting  of  the 
puppet  constitution. 

He  did  not  appear  again  in  a  government  role  until  a  few  months 
before  the  landing  on  Leyte.  For  the  most  part  he  stayed  at  home 
with  his  pretended  illness  and  was  almost  constantly  under  Japanese 
surveillance.  Roxas  was  one  of  the  few  outstanding  figiu-es  in  Philip- 
pine public  life  who  was  able  to  prevent  the  Japanese  from  exploiting 
him  for  their  own  purposes.  As  a  result  he  became  something  of  a 
hero  to  the  people,  a  heroism  only  slightly  dimmed  by  his  final  accept- 
ance of  a  puppet  Government  position.  That  Government  post  was 
in  connection  with  civilian  rice  distribution  at  a  time  when  the  Filipino 
people  were  desperately  faced  with  famine  and  starvation. 

Puppet  officials 

Under  the  terms  of  the  puppet  constitution,  a  legislature  was 
named,  largely  by  Japanese  manipulation.  New  governors  were 
installed  in  most  of  the  provinces.  Their  job  was  to  maintain  peace 
and  order  and  to  pacify  the  "misguided  elements"  who  had  joined  the 
guerrilla  forces.  The  famous  prewar  Philippine  Constabulary  was 
continued  under  the  Japanese.  Its  main  job,  like  that  of  the  pro- 
vincial governors,  was  to  fight  the  guerrillas  and  other  groups  which 
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defied  law  and  order.  Many  constabulary  members  deserted  to  the 
guerrillas ;  others  functioned  in  close  collaboration  with  the  guerrillas. 
Some  took  their  assignment  literally  and  sought  to  pacify  the  forces 
of  resistance. 

But  the  only  100-percent  pro-Japanese  group  of  organized  Filipinos 
was  the  Kalibapi,  which  was  theoretically  supposed  to  be  the  sole 
political  party  of  the  Philippines.  Its  main  function  was  to  promote 
closer  relations  with  Japan. 

The  notorious  and  much-dreaded  Kempeitai,  the  Japanese^ military 
police,  were  successful  in  hiring  a  number  of  Filipino  informants  who 
helped  the  police  ferret  out  some  guerrillas  and  others  who  were  sym- 
pathetic with  or  actually  cooperating  with  the  underground. 

When  American  forces  of  liberation  marched  into  the  Philippines,, 
there  was  no  question  of  the  loyalty  of  95  percent  of  the  population, 
who  were  already  known  by  us  to  be  supremely  devoted  to-  America, 
who  had  waited  and  prayed,  and,  in  many  cases,  had  actively  worked 
for  the  defeat  of  Japan. 

MacArthur  moves  against  collaborators 

General  MacArthur  undertook,  on  his  return,  to  solve  the  problem 
of  the  small  percentage  of  the  population  which  had  not  been  loyal. 
The  Counter  Intelligence  Corps  of  the  United  States  Army  was 
assigned  the  job  of  gathering  the  evidence  against  collaborators. 
Those  against  whom  evidence  was  collected  in  sufficient  amounts  to 
indicate  (to  the  CIC)  that  they  had  collaborated  with  the  Japanese 
were  taken  into  custody  and  imprisoned.  Those  imprisoned  came 
from  (1)  the  Government,  (2)  the  Kalibapi,  (3)  the  ranks  of  those  who 
had  been  employed  by  Japanese  military  organizations  such  as  the 
Kempeitai,  and  finally  (4)  from  the  ranks  of  business. 

Definitions  of  collaboration 

Two  classes  of  collaboration  were  established:  (1)  Political,  and  (2) 
Economic.  At  first  it  was  felt  that  anyone  who  had  held  a  position 
under  the  Japanese  was  automatically  guilty  of  collaboration.  In  a 
later  clarification,  it  was  established  that  the  mere  holding  of  office 
under  the  Japanese  was  not  collaboration,  but  that  evidence  must  be 
available  of  overt  acts  giving  comfort  and  support  to  the  enemy  war 
effort. 

Within  this  general  definition,  several  thousand  Filipinos,  including 
members  of  the  puppet  Cabinet,  the  Supreme  Court,  the  Congress, 
provincial  governors,  constabulary  officers,  and  businessmen  were 
arrested.  There  was  considerable  discussion  of  the  means  to  be 
selected  for  trial  and  punishment.  Finally,  on  recommendation  of 
President  Osmefia,  the  Philippine  Legislature  provided  for  the  estab- 
lishment of  a  People's  Court  ^  consisting  of  15  judges  authorized  to 
sit  en  banc  of  3  to  try  the  cases  of  the  alleged  collaborators. 

These  judges  were  to  be  selected  from  the  courts  of  first  instance 
and  to  be  free,  themselves,  of  any  taint  of  collaboration. 

The  collaborators  were  to  be  tried  for  the  constitutional  crime  of 
treason  and  other  legal  offenses. 

In  the  latter  part  of  1945,  General  MacArthur  surrendered  to  the 
civilian  government  final  jurisdiction  over  all  Filipinos  whom  the 
United  States  Army  had  been  holding  on  charges  of  collaboration. 

'  Commonwealth  Act  No.  682. 


FINAL  REPORT  OF  PHILIPPINE   COMMISSIONER  Q 

The  only  exceptions  were  a  few  Philippine  officials,  headed  by 
puppet  President  Laurel,  himself,  who  had  fled  to  Japan  in  early 
1945  and  had  been  captiu-ed  there  in  September  when  General 
MacArthur's  forces  arrived. 

These  officials  continued  to  be  held  in  a  Tokyo  prison  by  General 
MacArthur  until  some  time  after  independence,  when  they,  too,  were 
finally  turned  over  to  Philippine  authorities  and  returned  to  Manila. 

*' Cleaning' '  the  government  service  oj  collaborators 

Meanwhile,  an  intensive  but  rather  haphazard  effort  was  made  to 
clear  out  of  the  government  service  those  who  were  even  suspected  of 
having  cooperated  with  the  Japanese.  Secretary  of  the  Interior 
Tomas  Confesor,  an  interim  Cabinet  appointee,  who  had  been  military 
governor  of  the  Province  of  Ilodo  with  the  forces  of  resistance,  under- 
took the  major  part  of  this  task  in  the  civilian  branches  of  government. 
Secretary  of  National  Defense  Tomas  Cabili,  a  wartime  guerrilla 
leader,  undertook  the  same  job  with  respect  to  the  Army.  Both 
attempts  ended  in  political  failure,  although  a  large  number  of  people 
alleged  to  have  collaborated  were  actually  discharged  or  replaced. 
The  complicating  factor  in  this  undertaking,  and  the  one  which 
doomed  it  to  failure,  was  the  major  political  cleavage  which  was 
beginning  to  dominate  all  government  actions  and  all  public  imder- 
takings.  That  cleavage  was  represented  by  the  imminent  presidential 
candidacy  of  Senate  President  Manuel  Roxas. 

OFFICE    OF    THE    HIGH    COMMISSIONER    (A) 

After  the  Honorable  Francis  B.  Sayre  was  evacuated  from  Corregidor 
on  February  20,  1942,  and  returned  to  the  United  States,  he  continued 
to  function  as  High  Commissioner  until  June  30,  1942,  when  he 
resigned. 

With  the  Japanese  in.  full  occupancy  and  control  of  Philippine  terri- 
tory, and  with  the  Philippine  government-in-exile,  headed  by  the  late 
President  Quezon,  in  residence  in  Washington,  the  office  of  the  High 
Commissioner  became  one  of  record  keeping  and  planning,  inasmuch 
as  there  was  immediate  and  satisfactory  physical  contact  between  the 
members  of  the  Philippine  government-in-exile  and  American  officials 
in  Washington.  It  was,  therefore,  decided  that  Secretary  of  the  In- 
terior Harold  L.  Ickes,  under  whose  office  the  High  Commissioner 
operated  for  purposes  of  administration  and  budget,  should  hold  the 
title  of  de  facto  High  Commissioner  ^  pending  the  liberation. 

Staf 

During  this  interim  period  Mr.  Evett  D.  Hester,  economic  adviser 
to  the  High  Commissioner  under  Mr.  Sayre  (Mr.  Hester  was  evacuated 
from  Corregidor  along  with  Commissioner  Sayre),  was  senior  officer 
of  the  High  Commissioner's  staff.  Mr.  Richard  R.  Ely,  Chief  of  the 
Philippine  Section  in  the  Territories  and  Insular  Affairs  Division  of 
the  Interior  Department,  was  also  executive  assistant  to  the  Secretary 
in  the  latter's  capacity  as  de  facto  High  Commissioner. 

Mr.  George  F.  Luthringer,  a  widely  known  financial  expert,  served 
during  part  of  the  interim  period  as  financial  adviser  to  the  High 
Commissioner. 

8  Under  Executive  Order  No.  9245,  dated  September  16,  1942,  President  Roosevelt  designated  Secretary 
of  the  Interior  Ickes  as  de  facto  Sigh  Commissioner  to  discharge  the  legal  duties  of  that  office. 
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Functions  of  office 

These  officials  kept  the  fiscal  and  other  records  of  the  High  Com- 
missioner's establishment  and  maintained  the  records  of  the  operations 
of  the  Philippine  government-in-exile  as  prescribed  by  law.  The  High 
Commissioner,  for  example,  was  charged,  until  November  1945,  with 
the  supervision  of  expenditures  from  the  coconut-oil  excise  and  sugar- 
processing  tax  funds,^  some  commitments  against  which  were  made 
by  the  Philippine  government-in-exile  during  the  war.  Plans,  of 
course,  had  to  be  made  for  the  economic  rehabilitation  of  the  Philip- 
pines and  for  the  hundreds  of  problems  which  would  arise  once  the 
islands  were  liberated. 

Numerous  arrangements  had  to  be  made  on  behalf  of  American 
civilians  interned  at  Santo  Tomas  in  Manila.  There  were  3,000  such 
internees.  There  were  tens  of  thousands  of  inquiries  regarding  them 
and  a  constant  flow  of  communications  with  the  Swiss  Red  Cross, 
most  of  which  were  handled  by  the  High  Commissioner's  Office  in 
Washington.  There  was  the  vast  job  of  clearing  up  the  many  un- 
finished financial  matters,  including  pay  rolls  and  payments  that 
passed  between  the  United  States  Government  and  the  Philippine 
government  in  the  last  hectic  days  of  Corregidor  and  Bataan.  Hun- 
dreds of  records  had  to  be  duplicated  and  reconstituted  to  replace 
those  which  had  been  destroyed  in  Corregidor.  Checks  and  vouchers 
had  to  be  attested  and  pay  rolls  reconstituted  to  meet  the  unprece- 
dented situation  of  a  mass  transfer  of  government  machinery  from 
Manila  to  Washington. 

PHILIPPINE    FINANCES    DURING    THE    WAR 

Sources  of  revenue  for  the  Philippine  government  before  the  war 
had  fallen  into  two  broad  classifications:  (1)  Revenue  from  ordinary 
government  taxation  and  imposts  and  (2)  "windfall"  refunds  from^ 
the  United  States  Government  in  the  form  of  the  3-cent-a-pound 
excise  tax  on  Philippine  coconut  oil  shipped  to  the  United  States  ^** 
and  the  processing  tax  on  Philippine  sugar.^^  The  coconut-oil  excise 
tax  refunds  alone,  between  August  1934  and  March  1941,  amounted 
to  P223,000,000,  or  one-third  the  operating  costs  of  the  Philippine 
government  for  the  same  period. 

Before  1939  there  were  no  legal  lestrictions  on  the  use  by  the 
Philippine  government  of  the  coconut-oil  tax  refunds,  although  there 
was  an  agreement  between  the  President  of  the  Commonwealth  and 
the  High  Commissioner  that  these  funds  would  be  used  for  purposes 
which  would  help  the  Philippines  in  adjustment  to  independence  of 
American  tariff  preferences.  The  sugar  excise  tax  refunds,  under 
the  terms  of  the  law  providing  for  them,  were  specifically  earmarked 
for  purposes  of  "economic  adjustment."  But  in  1939  the  Congress, 
under  the  terms  of  the  Tydings-Kocialkowski  amendments  to  the 
Independence  Act,  provided  that  both,  the  sugar  and  the  excise  tax 
refunds  were  to  be  used  exclusively  to  help  prepare  the  nation  to 
free  itself  of  dependence  on  the  duty-free  American  market. 

In  December  1941  the  United  States  Congress  took  emergency 
action  to  provide  funds  for  Philippine  defense  purposes  and  made 

'  See  below. 

10  Sec.  602!.^,  Internal  Revenue  Act  of  1934. 

"  Sec.  503,  Sugar  Act  of  1937. 
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available  for  this  purpose  unappropriated  balances  of  the  sugar  excise 
tax  fund.i2     ^j^^g  amounted  to  F73,200,000.i^ 

In  November  1945  with  the  Commonwealth  government  restored  in 
authority  on  Philippine  soil,  but  without  sources  of  revenue,  the 
United  States  Congress  removed  all  restrictions  on  the  use  of  both 
Philippine  sugar-processing  and  coconut-oil  excise  funds. ^^  In  an  act 
approved  November  8,  1945,  Congress  directed  that  all  unexpended 
balances  of  both  these  funds  be — 

immediately  paid  into  the  general  fund  of  the  treasury  of  the  Philippines,  to  be 
used  for  the  benefit  of  the  people  and  government  of  the  Philippine  Islands  as  they 
may  by  law  provide. 

These  funds  provided  the  total  revenue  of  the  Philippine  government 
from  1942  to  late  in  1945  and  enabled  the  government  to  function 
through  the  war  years  and  the  year  following  liberation.  The  total 
amount  of  funds  so  made  available  to  the  Philippine  government  was 
in  excess  of  $125,000,000. 

In  the  fiscal  year  1945-46  alone  the  United  States  Government 
turned  over  to  the  Philippine  government  in  the  form  of  "windfall" 
revenues  ^228,198,775.^^ 

III.  TRANSITION  TO  CIVIL  GOVERNMENT 

INTERIM    UNITED    STATES    MISSIONS    TO    THE    PHILIPPINES    (1945) 

Economic,  political,  and  social  developments  in  the  Philippines 
following  the  liberation  were  matters  of  continuing  concern  to  the 
United  States.  President  Roosevelt's  pledge  to  restore  and  protect 
the  independence  of  the  Philippines  involved,  Washington  officials 
saw,  a  vast  complex  of  problems.  The  economic  chaos  in  the  wake 
of  liberation  had  to  be  solved  before  independence  could  be  granted. 
With  independence  scheduled  for  July  4,  1946,  speedy  measures  were 
required.  Those  measures  had  to  be  taken  on  a  wide  front  if  the 
American  pledge,  in  all  its  implications,  was  to  be  fulfilled. 

The  first  and  most  apparent  problem  was,  of  course,  the  repair  of 
the  tremendous  material  damage  which  resulted  directly  from  war. 
The  Army  had  already,  as  a  part  of  military  operations,  repaired 
essential  utilities  and  communications.  These  facilities  had  been 
vital  to  the  Army's  military  operations  and  plans  for  the  mounting 
from  the  Philippines  of  the  offensive  against  Japan.  But  other  than 
these  repairs,  which  were  largely  temporary  and  makeshift,  the  islands 
were  in  shambles  and  nothing  was  being  done  about  it.  Chaos — ■ 
social,  political,  and  economic — seemed  imminent.  The  United 
States  Government,  in  order  to  ascertain  the  facts  about  these  situa- 
tions, sent  three  major  missions  to  the  Philippines  in  the  months 
following  the  liberation. 

The  War  Damage  Mission 

In  May  1945  the  War  Damage  Insurance  Corporation,^^  an  agency 
of  the  Reconstruction  Finance  Corporation,  dispatched  a  technical 
mission  to  make  a  factual  survey  of  the  damage,  public  and  private, 

12  H.  Res.  258  (Public  Law  371,  77th  Cong.). 
"  P.  10305,  Congressional  Record,  December  19,  1941. 
i<  S.  1281  (Public  Law  215,  79th  Cong). 

'•  This  revenue  consisted  of  refunds  from  the  (1)  exchange  standard  fund,  (2)  coconut-oil  excise-tax  fund,, 
and  (3)  sugar-processing  tax  fund. 
16  See  "War  Damage,"  p.  41,  this  report. 
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wrought  by  the  war.  The  War  Damage  Mission  remained  in  the 
islands  for  almost  3  months  and  prepared  the  most  comprehensive 
report  that  had  ever  been  submitted  up  to  that  time  on  the  extent 
of  war  damage  in  the  Philippines.  The  findings  of  that  mission  proved 
subsequently  of  invaluable  assistance  in  formulating  a  legislative  pro- 
gram for  Philippine  rehabilitation. 

The  Tydings  Mission 

On  May  5,  1945,  President  Truman  named  an  extraordinary  mission 
composed  of  representatives  of  legislative,  military,  and  executive 
branches  of  the  Government  to  go  to  the  Philippines  and  make  an 
inspection.     That  mission  was  headed  by  Senator  Millard  Tydings, 
chairman  of  the  Senate  Committee  on  Insular  Affairs  and  coauthor 
of  the  Philippine  Independence  Act.     Its  other  members  were: 
Vice  Adm.  W.  T.  Tarrant,  United  States  Navy. 
Brig.  Gen.  Frank  E.  Lowe,  United  States  Army. 
Col.  Julian  Baumann,  United  States  Army. 
Mr.  J.  Weldon  Jones,  Assistant  Dnector  in  Charge  of  Fiscal 

Division,  Bureau  of  the  Budget. 
Col.  George  E.  Ijams,  Assistant  Administrator,  Veterans'  Ad- 
ministration. 
Mr.  E.  D.  Hester,  economic  adviser  to  the  United  States  High 

Commissioner  to  the  Philippines. 
Mr.  Ben  D.  Dorfman,  chief   economist,   United   States   Tariff 

Commission. 
Mr.  Daniel  S.  Brierley,  Director,  Maintenance  and  Repair  Divi- 
sion, United  States  Maritime  Commission. 
Dr.  William  Y.  Elliott,  Vice  Chairman,  War  Production  Board. 
The  committee  went  to  the  Philippines,  made  its  study,  and  reported 
back  to  the  President. 

The  McNutt  mission 

In  July  of  1945  President  Truman  asked  me,  although  I  was  then 
serving  as  War  Manpower  Commissioner,  to  head  still  another  mission 
to  the  Philippines,  this  one  to  survey  the  broad  social  and  political 
picture  in  the  war-torn  islands  and  to  formulate  recommendations  for 
action  by  the  United  States  Government. 

The  reason  for  my  selection  was,  of  course,  my  previous  service 
(1937-39)  as  High  Commissioner.  President  Truman  suggested  that 
I,  being  familiar  with  the  personalities  and  the  political  and  social 
patterns  there,  could  understand  the  requirements  of  the  current 
situation. 

I  took  with  me  on  that  mission  the  following  advisers: 

Mr.  Paul  Fagan. 

Mr.  Charles  E.  Rochester. 

Gen.  William  C.  Rose. 

Mr.  Charles  H.  Tompkins. 

Dr.  W.  K.  Westfall. 

Mr.  Josiah  Marvel. 

Mr.  Philip  Frieder. 

Mr.  E.  D.  Hester. 
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APPOINTMENT    OF    HIGH    COMMISSIONER 

Senator  Tydings  had  come  back  from  his  mission  with  the  impres- 
sion that  the  pohtical  leaders  of  the  Phihppines  had  had  no  change  of 
heart  regarding  their  desire  for  independence  on  July  4,  1946.  I  con- 
firmed that  impression.  From  conversations  with  political  and  eco- 
nomic leaders  of  all  allegiances  and  parties,  I  also  came  back  with  a 
general  impression  of  what  the  United  States  ought  to  do  to  imple- 
ment its  pledge  to  the  Philippines  to  make  independence  possible  on 
the  following  July  4.     I  conveyed  my  views  to  the  President. 

Shortly  thereafter  he  asked  me,  the  war  with  Japan  having  come 
to  an  end  and  my  work  with  the  "War  Manpower  Commission  being 
virtually  completed,  to  take  the  post  of  High  Commissioner  for  the 
critical  transition  period  to  July  4.  I  accepted  the  assignment  with 
the  proviso  that  I  would  be  granted  the  widest  possible  authority  in 
the  carrying  out  of  my  new  duties.  On  September  10,  1945,  I  was 
confirmed  by  the  Senate  as  High  Commissioner  to  the  Philippines 
and  on  September  14,  1945,  took  my  oath  of  office.  I  was  to  be  the 
last  High  Commissioner  to  the  Philippines. 

PRESIDENTIAL    EXECUTIVE    ORDER    RELATING    TO    THE    OFFICE    OF    THE 

HIGH    COMMISSIONER 

In  response  to  my  request  that  the  High  Commissioner,  in  order  to 
accomplish  his  mountainous  tasks  in  the  brief  time  afforded,  be  given 
the  widest  possible  delegation  of  authority  from  the  President, 
President  Truman  issued  on  September  14,  1945,  an  Executive  order 
granting  the  High  Commissioner,  in  blank,  all  the  authority  which 
the  President  could  legally  delegate,  plus  instructions  to  the  Army 
and  Navy,  who  were  at  the  time  possessed  of  all  the  available  facilities 
in  the  Philippines,  to  extend  to  the  Office  of  the  High  Commissioner 
every  cooperation  and  assistance  in  carrying  out  his  task.  The  text 
of  that  order,  Executive  Order  No.  9616,  follows: 

-Executive   Order  No.   9616  Relating  to  the   United   States  High   Com- 
missioner TO  the   Philippine   Islands 

Whereas  it  is  necessary  to  provide  in  the  PhiUppine  Islands  in  the  interim  before 
independence  the  most  efficient  administration  of  United  States  civil  authority 
and  to  provide  for  the  coordination  of  the  activities  of  departments  and  other 
agencies  of  the  United  States  Government  operating  in  the  Philippine  Islands;  and 

Whereas  the  heavy  damages  to  property  and  life,  the  disruption  of  trade, 
commerce,  and  finance,  and  the  political  and  social  difficulties  which  surround 
the  Government  of  the  Commonwealth  of  the  Philippine  Islands  as  a  result  of  the 
war  are  matters  of  deep  concern  which  require  the  attention  and  assistance  of  the 
United  States  Government  for  the  reestablishment  of  orderly  civil  government, 
and  for  the  relief  and  rehabilitation  of  the  people;  and 

Whereas  section  7  (4)  of  the  Philippine  Independence  Act  of  March  24,  1934 
(48  Stat.  461),  as  amended,  provides  that  the  United  States  High  Commissioner 
to  the  Philippine  Islands  "shall  be  the  representative  of  the  President  of  the  United 
States  in  the  Philippine  Islands,  and  shall  be  recognized  as  such  by  the  Govern- 
ment of  the  Commonwealth  of  the  Philippine  Islands,  by  the  commanding  officer 
of  the  military  forces  of  the  United  States,  and  by  all  civil  officials  of  the  United 
States  in  the  Philippine  Islands,"  and  further,  that  "he  shall  perform  such  addi- 
tional duties  and  functions  as  may  be  delegated  to  him  from  time  to  time  by  the 
President  under  the  provisions  of  this  act;" 
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Now,  therefore,  by  virtue  of  and  pursuant  to  the  authority  vested  in  me  by 
the  Constitution  and  statutes  of  the  United  States  and  as  President  of  the  United 
States,  it  is  ordered  as  follows: 

1.  Executive  Order  No.  9245  of  September  16,  1942,  is  hereby  repealed  and 
the  functions,  powers,  and  duties  of  the  United  States  High  Commissioner  to  the 
Philippine  Islands,  together  with  the  personnel,  records,  property,  and  funds  of 
the  Office  of  the  United  States  High  Commissioner  to  the  Philippine  Islands,  are 
transferred  from  the  Secretary  of  the  Interior  to  the  said  United  States  High 
Commissioner  to  the  Philippine  Islands. 

2.  All  powers  and  authority  of  the  President  in  respect  to  the  Philippine  Islands 
and  the  Government  of  the  Commonwealth  of  the  Philippine  Islands,  its  branches, 
subdivisions,  and  instrumentalities  which  may  be  lawfully  so  delegated  are  hereby 
delegated  to  the  United  States  High  Commissioner  to  the  Philippine  Islands. 

3.  The  United  States  High  Commissioner  to  the  Philippine  Islands  in  the 
Philippine  Islands  and  the  Secretary  of  the  Interior  in  the  United  States  shall  be 
responsible  for  the  representation,  administration,  and  coordination  of  the  author- 
ity and  policies  of  the  United  States  Government  in  respect  to  the  Philippine 
Islands.  They  shall  recommend  to  the  President  and  to  the  chief  officers  of  the 
departments  and  agencies  of  the  United  States  Government  the  procedures  and 
policies  which  in  their  opinions  may  be  desirable  or  necessary  for  the  welfare  of 
the  people  of  the  Philippine  Islands,  and  for  the  protection  and  advancement  of 
the  national  policies  of  the  United  States  in  the  Philippine  Islands. 

4.  The  functions,  powers,  and  duties  of  the  offices,  missions,  and  other  agencies 
of  civil  departments  and  agencies  of  the  United  States  Government  represented 
or  operating  in  the  Philippine  Islands  shall  be  exercised  under  the  supervision  of 
the  United  States  High  Commissioner  to  the  Philippine  Islands  and  such  offices, 
missions,  and  other  agencies  shall  be  deemed  to  be  attached  to  his  office. 

5.  The  chief  officers  of  the  United  States  Army  and  Navy  in  the  Philippine 
Islands  shall  maintain  close  liaison  with  the  United  States  High  Commissioner 
to  the  Philippine  Islands,  make  available  to  him  such  reports,  records,  and  in- 
formation as  he  may  require  and  aflford  him  all  possible  aid  and  assistance. 

6.  Except  as  the  Secretary  of  the  Interior  may  otherwise  approve,  all  repre- 
sentation to  the  Government  of  the  Commonwealth  of  the  Philippine  Islands 
from  any  department  or  agency  of  the  United  States  Government  originating  in 
the  United  States  shall  be  made  by  or  through  the  Secretary  of  the  Interior,  or  a 
member  of  his  staff  designated  by  him,  and  the  United  States  High  Commissioner 
to  the  Philippine  Islands.  Except  as  the  United  States  High  Commissioner  to 
the  Philippine  Islands  may  approve,  all  such  representations  originating  in  the 
Philippine  Islands  shall  be  made  through  the  United  States  High  Commissioner 
to  the  Philippine  Islands,  or  a  member  of  his  staff  designated  by  him,  and  the 
Secretary  of  the  Interior  shall  be  promptly  informed  of  representations  so  made. 

7.  Except  as  the  Secretary  of  the  Interior  may  otherwise  approve,  all  represen- 
tations to  the  United  States  Government  from  officers  of  the  Government  of  the 
Commonwealth  of  the  Philippine  Islands  in  the  United  States  shall  be  made  to 
the  Secretary  of  the  Interior,  or  a  member  of  his  staff  designated  by  him:  Provided, 
however,  That  this  provision  shall  not  interfere  with  the  right  of  the  Philippine 
Resident  Commissioner  to  the  United  States  to  serve  as  a  delegate  to  the  United 
States  Congress. 

8.  There  is  specifically  delegated  to  the  United  States  High  Commissioner  to 
the  Philippine  Islands  the  authority  to  employ  such  staff  and  assistants  as  he 
may  require,  and,  funds  being  provided  therefor,  fix  their  rates  of  compensation, 
which  rates  shall  conform  in  general  with  the  rates  fixed  in  the  Classification  Act 
and  the  Federal  Employees  Pay  Act  of  1945  or  like  acts  which  may  come  into 
effect:  Provided,  That  any  person  who  now  occupies,  or  who  may  in  the  future 
occupy,  one  of  the  positions  on  the  staff  of  the  United  States  High  Commissioner 
to  the  Philippine  Islands,  upon  nomination  by  the  High  Commissioner,  may  be 
transferred  to  a  classified  (competitive)  civil  service  position  in  the  Government 
of  the  United  States. 

9.  The  United  States  High  Commissioner  to  the  Philippine  Islands  and  civilian 
employees  of  his  office  and  staff  serving  in  the  Philippine  Islands  who  are  citizens 
of  the  United  States  shall  be  entitled  to  receive  the  maximum  leave,  salary  differ- 
entials, and  allowances  authorized  or  permissible  under  the  law  for  civilian  em- 
ployees of  the  United  States  Government  serving  outside  the  continental  limits 
of  the  United  States. 

10.  The  United  States  High  Commissioner  to  the  Philippine  Islands  may,  if 
in  his  judgment  such  action  seems  desirable,  station  employees  of  his  office  and 
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staff  in  Washington,  D.  C,  to  assist  him  and  the  Secretary  of  the  Interior  in  the 
performance  of  their  duties  in  respect  to  the  Phihppine  Islands. 

11.  An  employee  of  the  office  or  staff  of  the  United  States  High  Commissioner 
to  the  Philippine  Islands  having  United  States  Civil  Service  status  who  is  trans- 
ferred from  another  agency  of  the  United  States  Government  to  the  office  or  staff 
of  the  United  States  High  Commissioner  to  the  Philippine  Islands,  and  whose 
service  is  subsequently  involuntarily  terminated  shall  be  entitled  to  return  to  his 
previous  position  or  to  one  of  equal  seniority,  status,  and  pay:  Provided,  That  he 
is  still  qualified  to  perform  the  duties  of  the  position  and  he  makes  application  for 
reinstatement  within  60  days  after  termination  of  his  service. 

12.  In  respect  to  persons  who  have  been  or  may  become  employees  of  the 
office  or  staff  of  the  United  States  High  Commissioner  to  the  Philippine  Islands 
the  provision  of  section  5  of  the  Civil  Service  Retirement  Act  of  May  29,  1930,  as 
amended,  which  provides  in  addition  to  certain  services  of  employees  that  may 
be  credited  for  retirement  benefits,  "also  periods  of  services  performed  overseas 
under  authority  of  the  United  States"  shall  be  interpreted  to  include  all  periods 
of  service  performed  under  the  Government  of  the  Philippine  Islands  prior  to  the 
establishment  of  the  Government  of  the  Commonwealth  of  the  Philippine  Islands 
on  November  15,  1935. 

13.  The  United  States  Army  and  Navy  shall  extend  to  the  United  States  High 
Commissioner  to  the  Philippine  Islands,  the  employees  of  his  office  and  staff  and 
the  employees  of  other  departments  and  agencies  of  the  United  States  Govern- 
ment stationed  in  the  Philippine  Islands  and  their  families  such  commissary  and 
post-exchange  privileges  and  recreational,  medical,  dental,  and  hospital  facilities 
as  are  extended  to  personnel  of  their  services  stationed  in  the  Philippine  Islands 
and  their  families. 

14.  Sections  4  and  6  of  this  order  shall  not  be  applicable  to  United  States 
judges,  United  States  attorneys,  and  United  States  marshals. 

Harry  S.  Truman. 
The  White  House,  September  14,  194-5. 

BASIC  PRESIDENTIAL  DIRECTIVES 

Equipped  with  this  Executive  authority,  I  began  a  series  of  confer- 
ences in  Washington  with  officials  of  the  various  Federal  departments 
concerned  with  Philippine  affairs,  and  with  representatives  of  the 
Philippine  Government  in  Washington.  It  so  happened  that  Presi- 
dent Osmena  was  at  the  time  in  the  United  States.  Both  he  and 
Resident  Commissioner  Carlos  P.  Romulo  participated  in  these 
conferences  along  with  American  congressional  leaders,  Represent- 
ative C.  Jasper  Bell,  chairman  of  the  House  Insular  Affairs  Committee, 
and  Senator  MiUard  Tydings. 

Following  these  conferences  I  held  long  discussions  with  the  Presi- 
dent and  submitted  to  him  a  list  of  recommendations.  On  the  basis 
of  these  recommendations  and  on  the  basis  of  other  studies  and  recom- 
mendations which  had  been  made  to  him,  he  issued  a  series  of  11  basic 
directives  to  me  and  to  other  officials  of  the  United  States  Government 
designating  the  broad  approaches  to  the  solution  of  the  most  pressing 
Philippine  problems.  Those  directives,  issued  under  date  of  October 
26,  1945,  follow  textually: 

To  the  Chairman  of  the  Reconstruction  Finance  Corporation: 

The  almost  complete  lack  of  consumers  goods  in  the  Philippines — goods  ordi- 
narily imported  from  the  United  States — has  brought  about  serious  price  inflation 
and  black  markets  which  cause  great  distress  among  the  people.  An  excellent 
start  has  been  made  by  the  Foreign  Economic  Administration  in  cooperation 
with  the  War  Shipping  Administration  to  eliminate  inflation  by  facilitating 
normal  import  trade. 

You  are,  therefore,  requested  to  direct  the  U.  S.  Commercial  Company  to  use 
resources  and  personnel  within  its  jurisdiction  to  continue  and  to  advance  the 
Philippine  program  which  it  has  undertaken,  and,  where  necessary,  to  sell  goods 
on  credit  terms  not  exceeding  2  years  in  duration. 


16  FINAL  REPORT   OF  PHILIPPINE   COMMISSIONER 

To  the  Administrator  op  the  War  Shipping  Administration: 

In  connection  with  the  rehabihtation  of  the  Philippines  and  the  restoration  of 
normal  economic  life  of  the  islands,  I  am  very  anxious  that  all  possible  steps, 
consistent  with  our  obligations  elsewhere,  be  taken  to  supply  adequate  shipping 
to  the  Philippine  Islands. 

I  would  be  glad  to  have  a  statement  from  you  as  to  the  plans  of  the  War  Ship- 
ping Administration  and  the  amount  of  tonnage  which  is  expected  to  be  available 
for  Philippine  trade,  particularly  in  the  near  future. 


To  the  President  of  the  Export-Import  Bank  : 

In  connection  with  the  rehabilitation  of  the  Philippine  Islands  and  the  restora- 
tion of  the  normal  economic  life  of  the  islands,  I  believe  that  the  Export-Import 
Bank  should  participate  in  this  program.  It  should,  it  seems  to  me,  be  possible 
to  work  out  a  program  to  operate  in  the  islands  on  a  purely  business  basis  which 
would  be  of  great  assistance  in  restoring  normal  economic  conditions. 

May  I  have  your  comment  on  this  suggestion,  and  in  the  event  that  you  feel 
that  the  bank  is  at  present  without  legal  authority  to  function  in  the  Philippines, 
your  suggestions  as  to  steps  that  might  be  necessary  to  permit  it  to  do  so? 


To  the  Administrator  of  Veterans'  Affairs: 

In  connection  with  a  general  program  of  reestablishment  of  orderly  govern- 
ment in  the  Philippine  Islands  and  the  discharge  of  just  obligations  of  the  United 
States  Government  therein,  I  request  that  the  Veterans'  Administration  make  a 
careful  analysis  of  all  phases  of  past  and  current  benefits  payable  in  the  Philippine 
Islands  to  American  and  Filipino  veterans,  and  submit  to  me  at  the  earliest  pos- 
sible date  a  report  which  should  be  accompanied  by  recommendations  for  any 
new  legislation  which  may  be  required. 


To  the  Surplus  Property  Administrator: 

Prolonged  enemy  occupation  and  active  warfare  in  the  Philippine  Islands  have 
left  in  their  wake  a  tremendous  problem  of  relief  and  rehabilitation.  It  seems 
apparent  that  there  must  be  large  supplies  of  surplus  Government  property  now 
available  which  could  be  used  to  great  advantage  in  the  Philippines  in  the  program 
which  must  be  undertaken  there  by  the  Philippine  government.  Such  items  as 
construction  equipment,  medical  supplies,  and  hospital  equipment  are  badly 
needed. 

Where  such  supplies  can  be  used  directly  by  the  government  of  the  Philippine 
Commonwealth,  I  believe  this  Government  should  make  the  supplies  available 
without  cost  to  the  Commonwealth.  It  might  perhaps  be  desirable  to  arratige 
the  transfer  on  such  terms  as  would  prevent  the  property  from  being  later  offered 
for  sale  to  the  general  public. 

Since  there  is  at  present  no  legal  authority  to  effect  such  transfers,  I  believe  we 
should  seek  such  authority. 

To  the  Secretary  of  the  Treasury: 

During  the  period  of  their  military  invasion  of  the  Philippine  Islands,  the 
Japanese  issued  an  unbacked  fiat  peso  and  tried  unsuccessfully  to  force  its  parity 
with  the  legitimate  Philippine  peso.  The  issue  was  so  unlimited  that  it  came  to 
be  worthless,  and  upon  our  landing  in  Leyte  it  was  officially  and  quite  properly 
declared  not  to  be  legal  tender.  However,  during  the  invasion  period  it  had  a 
rapidly  declining  value  as  a  medium  for  local  trade,  and  numerous  contracts 
which  involved  the  enemy  currency  were  settled  or  entered  into.  While  it  would 
be  against  the  public  interest  to  validate  completely  these  contracts  and  settle- 
ments, a  measure  is  needed  to  serve  as  a  standard  for  judgments,  between  debtors 
and  creditors. 

Since  you  have  representation  in  the  Philippines  through  a  mission  of  the 
Foreign  Funds  Division,  I  request  that  you  cooperate  with  the  High  Commis- 
sioner and  the  Commonwealth  government  in  drawing  up  a  schedule  showing  the 
relative  trend  of  the  purchasing  power  and  exchange  rates  of  the  Japanese 
Philippine  peso  during  the  period  of  invasion. 
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To  the  Secretary  of  the  Treasury  and  the  Secretary  of  War: 

It  is  my  understanding  that  due  to  a  shortage  of  legal  currency  in  certain  areas 
in  the  Philippine  Islands  early  in  the  war  and  continually  thereafter  until  the 
reoccupation  of  the  islands  by  our  forces,  a  considerable  quantity  of  emergency 
currency  was  issued,  some  by  properly  authorized  officers  of  the  United  States 
Government  and  some  by  representatives  of  the  Philippine  Government.  It 
would  appear  that  to  the  extent  that  this  currency  was  used  either  directly  or 
indirectly  for  the  prosecution  of  the  war,  its  redemption  is  a  responsibility  of  the 
United  States  Government. 

I  request  that  the  War  and  Treasury  Departments  make  a  careful  analysis  of 
this  situation  and  submit  recommendations  as  to  the  necessary  steps  which  should 
be  taken  to  discharge  the  obligations  that  are  properly  responsibilities  of  the 
United  States  Government.  Any  arrangement  proposed  for  the  redemption  of 
this  currency  should  include  provisions  designed  so  far  as  possible  to  avoid  any 
windfall  to  speculators. 


To  the  Alien  Property  Custodian: 

The  United  States  Army  has  found  and  taken  custody  of  considerable  valuable 
property  belonging  to  enemy  nationals  in  the  Philippines.  Enemy  property 
includes  agricultural  leaseholds  held  through  "dummies."  It  is  desirable  that  all 
property  in  which  the  enemy  has  or  had  interest  should  pass  under  the  civU 
control  of  the  United  States  Government  which  is  responsible  for  its  custody 
under  the  usually  accepted  terms  of  international  law. 

I  therefore  direct  that  the  Alien  Property  Custodian  vest  title  in  all  enemy 
property  in  the  Philippines  and  make  lawful  disposition  of  it.  Should  these 
operations  extend  beyond  the  date  of  independence,  I  shall  endeavor  to  arrange  by 
treaty,  or  otherwise,  for  the  completion  of  the  processes  of  vesting  and  liquidation. 


To  the  Attorney  General: 

While  the  mass  of  the  Filipino  people  and  many  of  their  leaders  remained 
stanchly  loyal  during  invasion  and  rendered  invaluable  assistance  to  our  arms, 
it  is  necessary  to  admit  that  many  persons  served  under  the  puppet  governments 
sponsored  by  the  enemy.  Some  of  these,  especially  those  engaged  in  health  and 
educational  work,  remained  at  their  posts  of  duty  with  an  evident  intention  to 
sustain  the  physical  and  cultural  welfare  of  their  people.  Others  of  the  clerical 
and  custodial  services  continued  in  office  in  order  to  earn  their  accustomed  liveli- 
hood and  participated  in  no  way  in  enemy  policy.  But,  regretably,  a  number  of 
persons  prominent  in  the  political  life  of  the  country  assisted  the  enemy  in  the 
formulation  and  enforcement  of  his  political  policies  and  the  spread  of  his  propa- 
ganda. Others  in  the  field  of  trade  and  finance  seized  upon  the  occasion  to  enrich 
themselves  in  property  and  money  at  the  expense  of  their  countrymen. 

Reports  have  appeared  in  the  press  which  indicate  that  a  number  of  persons 
who  gave  aid  and  comfort  to  the  enemy  are  now  holding  important  offices  in  the 
Commonwealth  government.  Reports  further  indicate  that  the  Commonwealth 
government  is  only  beginning  to  investigate,  charge,  and  try  the  offenders.  It  is 
essential  that  this  task  be  completed  before  the  holding  of  the  next  Commonwealth 
general  election. 

Considering  that  disloyalty  to  the  Commonwealth  is  equally  disloyalty  to  the 
United  States,  I  request  that  you  send  experienced  personnel  to  the  Philippines 
to  discover  the  status  and  to  recommend  such  action  as  may  be  appropriately 
taEen  by  the  United  States.  Such  recommendations  should  be  made  through 
the  United  States  High  Commissioner  to  the  Philippine  Islands.  I  am  further 
requesting  that  the  Secretaries  of  War  and  Navy  direct  the  staffs  of  their  intelli- 
gence sections  to  cooperate  with  you  and  make  available  to  you  all  records  and 
evidence  bearing  on  this  important  problem. 

Representatives  of  the  Federal  Bureau  of  Investigation  assigned  to  the  Phil- 
ippines should  be  directed  to  report  through  the  United  States  High  Commissioner 
in  connection  with  this  and  other  operations  in  the  Philippine  Islands. 


To  the  Secretary  of  War: 

As  a  result  of  prolonged  enemy  occupation  of  the  Philippines  the  law-enforce- 
ment agencies  of  the  Commonwealth  government  were  seriously  disorganized. 
Bearing  in  mind  the  fact  that  the  War  Department  was  responsible  originally 
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for  the  organization  of  the  Philippine  constabulary,  which  had  such  an  excellent 
record  prior  to  the  war,  I  believe  that  the  War  Department  should  assist  in  every 
possible  way  by  the  assignment  of  officers  and  men  and  the  transfer  of  necessary 
equipment  in  reorganizing  the  constabulary  on  a  nonmilitary  basis. 

President  Osmena  has  advised  me  that  the  War  Department  has  already  been 
of  assistance  in  this  task  and  that  considerable  progress  has  been  made  by  the 
Commonwealth  government.  Both  he  and  I  feel,  however,  that  continued 
assistance  until  the  reorganization  is  completed  would  be  helpful. 

I  ask  that  this  continued  assistance  be  extended  to  the  Commonwealth  govern- 
ment so  that  law  and  order  may  be  fully  restored  in  the  shortest  possible  time,  and 
that  you  submit  a  report  to  me  as  soon  as  a  program  has  been  formulated. 


To  the  High  Commissioner  to  the  Philippines: 

In  the  provinces  near  Manila  thousands  of  share  croppers  organized  some  years 
ago  to  demand  a  more  equitable  division  of  the  product  of  their  labor.  For  several 
years  there  was  no  effective  solution  of  the  problem.  During  the  war  the  tenants 
organized  a  guerrilla  army  which  reportedly  did  good  work  against  the  enemy. 
After  the  enemy  was  defeated  in  their  localities,  they  did  not  disband  and  today 
they  constitute  a  special  problem  which  threatens  the  stability  of  government. 
On  the  other  hand,  their  legitimate  claim  to  fair  treatment  and  the  assistance 
they  rendered  in  resistance  to  the  enemy  require  that  they  be  not  dealt  with  in  a 
ruthless  manner. 

I  therefore  request  you  to  order  a  prompt  investigation  of  agrarran  unrest  in 
the  Philippines  with  the  cooperation  of  the  Commonwealth  government,  and  to 
recommend  the  remedies  or  reforms  which  ought  to  be  taken  by  the  Common- 
wealth government  and  by  the  United  States  Government. 

Harry  S.  Truman. 
The  White  House,  October  26,  1945. 

IV.  PROBLEMS  OF  REHABILITATION 

THE    PHILIPPINE    ECONOMY,    1945 

Even  while  American  forces  were  fighting  their  way  back  across  the 
Pacific  through  Guadalcanal,  the  GUbert  Islands,  and  New  Guinea, 
pointing  at  the  inevitable  intersection  in  the  Philippines,  experts  in 
the  United  States  Government  and  Members  of  Congress  were  already 
beginning  to  discuss  with  representatives  of  the  Philippine  Common- 
wealth government  economic  rehabilitation  programs  (1)  for  the 
repair  of  damage  resulting  from  war;  and  (2)  for  the  adjustment  of  the 
Philippine  economy  to  independence  status. 

STATEMENT  OF  THE  THEORETICAL  ECONOMIC  PROBLEM 

The  Tydings-McDuffie  Independence  Act  (Public  Law  127,  73d 
Cong.)  was  at  once  a  political  and  an  economic  piece  of  legislation. 
Politically,  the  act  laid  down  a  program  of  political  independence, 
specifying  a  number  of  political  and  military  conditions  for  the  grant 
of  independence.  Among  these  were  the  inclusion  in  the  Philippine 
constitution  of  a  bill  of  rights  and  a  provision  for  republican  form  of 
government  based  on  democratic  principles,  and  the  right  of  the 
United  States  to  retain  in  the  Philippines  after  independence  naval 
fueling  stations  and  reservations.  There  were  numerous  other  speci- 
fications, but  these  were  the  most  important. 

On  the  economic  front  the  act  provided  for  a  gradual  transition  of 
Philippme-American  trade  relations  from  the  then-existing  free-trade 
basis  to  full  tariff  status.  The  Philippines  was,  in  effect,  given  10 
years'  notice  that  on  July  4,  1946,  full  foreign  duties  would  be  applied 
against  all  imports  of  Philippine  products  into  the  United  States. 
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Beginning  on  January  1,  1941,  the  Philippine  products  which  were 
dutiable  under  American  tariff  laws  were  required  to  pay  an  export 
tax  of  5  percent  of  the  American  duty.  That  tax  was  to  increase 
by  5  percent  annually  until  1946,  when  it  would  amount  to  25  percent. 
On  July  4,  full  duties  were  to  be  applied. 

There  were  few  who  believed,  even  at  that  time  (in  1934  when  the 
Independence  Act  was  passed),  that  the  economic  formula  was  satis- 
factory or  would  be  successful  in  adjusting  Philippine  economy  to 
independence  status.  The  economic  provisions  were  generally  agreed 
to  be  harsh  and  inadequate.  Cigars  and  coconut  oil,  for  instance, 
two  of  the  leading  Philippine  exports  to  the  United  States,  would 
have  been  completely  shut  out  of  the  American  market  by  the  imposi- 
tion of  even  a  partial  duty,  not  to  speak  of  full  dutj^  To  require 
a  nation  completely  to  modify  its  economy  within  such  a  brief  period 
of  time  was,  it  was  recognized,  to  require  the  impossible. 

Trade  conference  -provision 

There  was,  however,  provision  in  the  Tydings-McDuffie  Act  for  the 
convening  of  a  trade  conference  at  least  2  years  before  independence,''" 
to  work  out  a  program  for  post-independence  Philippine-Am.erican 
trade  relations.  This  provision  was  considered  the  key  to  the  salva- 
tion of  post-independence  trade  relations.  It  was  the  chief  hope  for 
an  eventual  amelioration  of  the  "harsh"  economic  terms  of  the  Inde- 
pendence Act.  Actually,  this  provision  was  never  to  be  implemented, 
or  put  into  effect. 

At  the  very  start  of  the  adjustment  period  provided  in  the  Inde- 
pendence Act,  the  Japanese  launched  their  treacherous  attack.  There 
could  no  longer  be  any  question  of  the  adjustment  of  the  Philippine 
economy.  The  Japanese  occupation  continued  through  1942,  1943, 
and  1944. 

The  economic  planners  in  Washington  recognized  that  they  had  a 
major  problem  of  unprecedented  complexity  confronting  them. 
That  problem  consisted  of  how  to  grant  political  independence  in 
1946  and  yet  make  economic  provision  so  that  the  Philippine  economy 
could  be  rehabilitated  and  restored.  The  time  clock  was  ticking  off 
months  and  years.  When,  on  October  20,  1944,  American  forces 
landed  on  Leyte,  there  was  but  a  year  and  a  half  remaining  before  the 
independence  schedule  was  to  begin. 

DESTRUCTION    AND    DEVASTATION 

The  men  who  worked  on  the  Philippine  problem  between  1942 
and  1945,  trying  to  chart  out  a  plan  for  post-independence  Philippine- 
American  economic  relations,  worked  largely  in  the  dark.  They 
worked  on  the  basis  of  the  Philippines  as  it  was  in  the  early  spring  of 
1942,  and  as  they  believed  it  to  be  from  the  scattered  and  piecemeal 
reports  on  economic  conditions  which  arrived  in  Washington  by  way 
of  General  MacArthur's  intelligence  network  in  the  islands.  The 
Washington  planners  knew  that  the  Japanese  had  stifled  the  prewar 
Philippine  economy;  that  the  Japanese  had  been  trying  to  convert  the 
Philippine  economy  into  an  adjunct  of  the  Japanese  war  machine. 
The  planners  knew  that  a  great  deal  of  the  economic  equipment 

"  Sec.  10,  Public  Law  127,  73d  Cong. 
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of  the  Philippines  was  in  the  process  of  being  looted  by  the  occupying 
forces.  Finally,  they  knew  that  some  destruction  had  taken  place; 
first,  in  the  military  operations  incident  to  the  capture  of  the  Philip- 
pines by  the  Japanese,  second,  by  the  joint  "scorched  earth"  program 
carried  out  by  the  American  Army  and  by  Filipinos  themselves,  and, 
thirdly,  by  the  operations  of  the  rapidly  growing  guerrilla  forces  and 
by  Japanese  retributions  for  these  operations.  The  magnitude  of 
that  destruction  and  its  specific  economic  implications  were,  however, 
unknown  m  Washington. 

By  July  1945,  when  the  Philippines  was  officially  declared  liberated, 
although  some  Japanese  forces  held  out  until  the  actual  surrender  in 
September  1945,  Americans  had  a  much  clearer  picture. 

Picture  oj  destruction 

What  a  picture  it  was!  The  Philippines  was  without  question  the 
most  completely  destroyed  and  dislocated  battleground  of  the  war. 
The  entire  islands,  and  especially  the  most  productive  and  thickly 
populated  areas,  had  been  scenes  of  combat  and  carnage.  The  Jap- 
anese, in  their  fury  at  defeat  and  in  their  desperate  efforts  to  delay 
defeat,  had  wreaked  a  terrible  vengeance  upon  the  land  and  its  people. 
Maddened  because  the  Filipinos  had  contributed  so  much  to  that 
defeat,  the  Japanese  had  killed,  slaughtered,  burnt,  and  wantonly 
destroyed  without  check  or  mercy.  In  addition,  American  Air  Forces, 
attempting  to  save  as  many  American  lives  as  possible,  had  blasted 
military  strong  points,  which  the  Japanese  always  selected  in  areas  of 
heavy  population  and  essential  civilian  installations;  and,  finally, with 
the  Japanese  offering  step-by-step,  block-by-block,  and  house-to-house 
resistance,  American  artillery  and  tanks  had  been  forced  to  reduce  to 
rubble  hundreds  of  civilian  buildings,  public  and  private,  in  which  the 
Japanese  had  billeted  themselves. 

Entire  areas  of  entire  cities  had  been  put  to  the  torch  by  the  Jap- 
anese. Villages  had  been  leveled;  buildings,  warehouses,  and  even 
homes  along  the  line  of  the  Japanese  retreat  had  been  savagely  gutted. 
Of  course,  bridges,  piers,  and  roads  were  in  shambles. 

When  the  American  flag  was  again  raised  over  the  Philippines, 
interisland  transportation  was,  of  course,  nonexistent.  The  fishing 
fleets  had  been  taken  away  or  destroyed.  The  railroads  were  either 
gone  or  unusable.  Rolling  stock  had  been  carried  away  to  Japan. 
Mile  after  mile  of  concrete  highway  had  been  taken  up  in  slabs  and 
broken  up  into  stone  for  use  on  airports  in  Japan,  Korea,  and  Formosa. 

There  were  no  food  reserves  except  such  individual  ones  as  ingenious 
Filipinos  had  been  able  to  bury  in  the  ground  or  otherwise  hide  from 
the  Japanese.  Hundreds  of  farms  lay  fallow,  their  owners  either 
fled  to  the  hills,  enlisted  in  the  guerrillas,  or  killed.  Of  carabaos — the 
work  animal  and  chief  mainstay  of  most  Filipmo  families — there  were 
only  50  percent  of  the  prewar  total.  The  rest  had  been  stolen,  seized, 
of  slaughtered  by  the  Filipinos  themselves.  There  was  no  motor 
transport  left.     Even  wagons  and  carts  had  been  stolen  or  broken  up. 

Of  the  major  industrial  equipment  of  the  Philippines,  only  a  bare 
remnant  was  intact.  Not  a  single  coconut-oil  mill  was  operable. 
Cordage  factories  were  all  in  ruins.  Of  the  41  sugar  mills  in  operation 
before  the  war,  only  5  were  in  anything  resembling  operating  condition. 
Communications — the  Government  telegraph  and  radio  systems  and 
the  public  posts — were  no  more. 
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All  of  the  public  buildings  in  Alanila  and  a  majority  of  the  public 
buildings  in  the  Provinces,  including  hundreds  of  schoolhouses,  were 
in  ruins.  Manila  itself  was  more  than  80  percent  destroyed.  The 
second  largest  city,  Cebu,  was  90  percent  destroyed.  The  city  of 
Zamboanga  in  Mindanao  was  95  percent  destroyed.  Other  cities 
and  towns  fared  similarly. 

This  was  the  situation  found  by  the  civil  government  as  it  took 
■over  its  responsibilities  under  President  Sergio  Osmeiia  on  February 
27,  1945.  With  independence  scheduled  to  be  proclaimed  in  a  com- 
paratively few  months,  the  question  of  how  to  give  this  devastated 
nation  and  people  a  chance  for  successful  existence  was  desperately 
challenging. 

V.  SPECIFIC  PROBLEMS  DEALT  WITH  BY  PRESIDENTIAL  DIRECTIVES 

INFLATION  AND  THE  BLACK  MARKET 

By  late  summer  of  1545  extreme  inflation  in  both  prices  and  values 
Tiad  occurred  in  the  Philippines.  The  currency,  being  based  on  the 
American  dollar,  was,  of  course,  sound;  but  in  terms  of  its  purchasing 
power,  the  circulating  currency  had  become  violently  inflated. 

^'Mickey  Mouse'^  money 

During  the  occupation,  the  Filipinos  had  been  required  to  use 
Japanese  military  currency  which,  by  fiat,  iad  been  declared  equiva- 
lent in  value  to  the  prewar  Philippine  peso.  The  Philippine  peso, 
secured  by  deposits  of  dollars  in  the  American  Treasury,  was  declared 
illegal,  and  made  subject  to  seizure  by  the  occupation  authorities. 
Possession  of  prewar  pesos  became  a  crime  punishable  by  death. 

During  the  first  year  and  a  half  of  occupation,  the  Japanese  military 
peso  was  able  to  maintain  its  value.  After  that  it  began  to  drop  and 
prices  correspondingly  to  soar.  The  prewar  Philippine  pesos  con- 
tinued to  circulate  surreptitiously  and  remained,  despite  Japanese 
effort,  an  actual  standard  of  value.  Even  Japanese  officials  conducted 
black-market  operations  in  prewar  money.  As  liberation  approached, 
the  Japanese  peso  became  virtually  worthless.  It  dropped  in  value 
faster  than  the  printing  presses  could  operate  to  print  additional  ones. 
The  money  came  to  be  called  "Mickey  Mouse"  money. 

Philippine  peso  circulation  after  liberation  '         ■ 

Upon  the  liberation  of  the  Philippines,  the  Japanese  military  peso 
was  declared  null,  void,  and  unredeemable.^^  No  attempt  was  made 
to  gather  up  the  Japanese  notes,  which  continued  to  have  a  certain 
value  only  as  souvenirs  for  the  GI's.  The  Philippine  peso  was  again 
declared  legal  tender.  American  soldiers  in  the  Philippines  were 
paid  in  pesos.  The  American  Government  made  corresponding 
deposits  ($1  for  every  two  pesos)  in  the  Philippine  Government's 
monetary  reserve  account  in  the  United  States  Treasury.  The 
number  of  pesos  in  circulation  increased  by  leaps  and  bounds.  By 
early  1946  there  were  approximately  F800,000,000  in  circulation, 
compared  to  the  prewar  circulation  of  F200,000,000. 

IS  Commonwealth  Executive  Order  No.  49  provided  that  all  bank  deposits  made  during  the  occupation 
were  null  and  void,  although  withdrawals  made  during  the  period  were  validated.  The  banks'  deposit 
liability  was  limited  to  the  lowest  minimum  balance  remaining  on  the  last  date  prior  to  the  enemy  occupa- 
Ttion. 
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American  troops,  including;  Philippine  soldiers  in  the  pay  of  the 
American  Army,  drew  approximately  $400,000,000  in  pay  from  the 
time  of  the  first  landing;  until  the  middle  of  1946.  All  of  these  pesos 
were  forced  into  the  Philippine  monetary  system. 

Inflation 

There  were  virtually  no  goods  to  buy  with  the  exception  of  synthetic 
whiskies  which,  during  the  eai'ly  days  of  liberation,  sold  for  40  pesos  a 
quart.  The  only  outlet  for  GI  expenditures  was  services  and  enter- 
tninment.  Night  clubs  and  bars  mushroomed  by  the  thousand. 
Galvanized  iron  salvaged  from  the  ruins,  plus  nipa  and  sawali,  were 
thrown  together  and  became  "hot  spots."  Hundreds  of  thousands 
of  Filipinos  were  put  to  work  on  military  projects  building  airfields, 
roads",  shelters,  and  barracks,  and  driving  jeeps,  command  cars  and 
trucks.  Over  250,000  Filipinos  who  had  been  or  who  had  become 
guerrillas  were  blanketed  overnight  into  the  service  of  the  armed  forces 
of  the  United  States  and  drew  pay  from  the  American  Army  pay- 
master. 

Commodity  prices  jump  upward 

When  the  Americans  landed,  Filipinos  were  on  the  verge  of  starva- 
tion. The  basic  commodity,  rice,  was  in  drastically  short  supply. 
The  fishing  fleets  had  been  stolen  by  the  Japanese  or  sunk.  The 
price  of  rice  zoomed  to  the  equivalent  of  $1  a  pound.  Fish  sold  at  $2 
a  pound.  By  late  1945,  the  cost  of  living  had  leveled  off — to  an 
index  of  5.65,  almost  six  times  the  prewar  cost  of  living  for  the  stand- 
ard consumption  items  of  the  Filipinos. 

American  military  officials  tried  in  vain  to  combat  this  situation. 
Relief  rations  and  clothing  had  at  first  been  supplied  in  the  most 
urgently  needed  cases,  without  charge,  by  the  Army.  UNRRA  and 
Red  Cross  had  worked  side  by  side  with  the  Army  in  the  alleviation 
of  the  first  critical  needs.  It  became  necessary,  however,  to  make  a 
transition  to  normal  commercial  practices.  UNRRA  began  to  sell 
its  goods,  and  shipments  were  made  to  prewar  wholesalers  and  im- 
porters. The  Commonwealth  Government  established  price  ceilings, 
but  they  were  largely  disregarded.  The  black  market  was  the  only 
real  market. 

The  RFC  and  one  of  its  agencies,  the  U.  S.  Commercial  Company, 
which  during  the  war  had  been  a  branch  of  the  Foreign  Economic 
Administration,  attempted  to  break  the  black  market  by  selling 
directly  to  consumers,  but  someiiow  most  of  these  goods  also  found 
their  way  back  into  the  black  market. 

This  was  the  situation  as  I  found  it  and  it  was  for  this  reason  that 
the  Pr(<sid(>nt  directed  the  Chairnuin  of  RFC  "to  continue  and  ad- 
vance the  Philii)pine  program  which  it  luid  imdertaken  *  *  *  to 
eliminate  inflation  by  facilitating  normal  import  trade." 

Shipload  after  sliipload  of  consumption  commodities  was  sent  to 
the  Philippiiu>s.  Yet  the  obstacles  to  the  solution  of  this  basic  prob- 
lem were  many.    One  of  these  obstacles  was  the  lack  of  shipphig. 

SHIPPING    SITUATION 

When  American  forces  had  comjileted  tlie  liberation  of  the  Philip- 
pines, there  was  not  a  single  ton  of  Philippine  shipping  left  in  the 
islands.     Even  fishing  smacks  had  been  stolen  or  destroyed;  only  the 
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ubiquitous  bancn  romaiiKMl.  But  from  the  uionient  of  the  lii.ndiiig 
on  L(\yt(',  tlu>  Duitcd  States  Governmeut  uu(U;rtook  to  supply  tho 
hiek,  iusofiii-  as  it  was  iK)SsibI(>  utuhM-  (h(>  existiiiL!;  war  (leniands. 
Representatives  of  the  War  Sliippinti;  A(hninistra,tion,  together  with 
ships  owned  n.nd  o|)(>rate(l  by  the  War  Shippini;;  A(hninist,ration, 
arrived  with  the  advance  eelieion  of  the  tnihtary  forces  of  hbcvration. 
As  soon  as  Luzon,  Manihi,  and  th(>  isliuid  of  rjinay  hiul  been  hberatcul, 
steps  were  taken  to  resume  tlie  essentin,!  intei-isla.nd  shipping:  routes 
which  were  the  main  arteries  of  Phihppine  commerce. 

At  first  the  ships  brought  only  consum|)tion  goods  to  the  islands, 
but  very  soon  tlvey  began  to  ca.ri-y  back  cocoiuits  and  small  quantities 
of  hemp  for  transshipment  to  the  United  States.  For  many  mont,hs 
the  entir(>  burden  of  interisland  shipping  was  thus  borne  by  the  War 
Shipping  Adniinistratiou  and  its  staff"  in  Manila. 

St(>v(Ml()ring,  which  had  first  Ixhmi  carried  on  by  the  Army,  was  soon 
tuiMied  over  to  prewai-  firms,  chielly  the  Luzon  Stevedoring  Co.  This 
was  tlu>  (irst  step  in  the  gradu.'d  but  contimious  program  designed  to 
turn  shipping  back  to  private  hands. 

But  as  of  late  summer  of  1945,  shii:)ping  was  still  in  critically  short 
supply.  The  War  Shipping  AdminisUation,  with  its  couvcrted  FS 
type  boats,  was  doing  its  inadequate  l)est  to  carry  the  essential  goods 
to  tho  various  islands  of  the  PhiUppines  and  to  carry  back  the  grad- 
ually increasing  loa,d  of  available  Filipino  i)ro(lucts.  The  job  of 
increasing  the  flow  of  exports  became  a,  problem  controlled  first  by 
tlie  shoi'ttige  of  shipping  and  second  by  the  lack  of  fi minces  and  means 
to  gatlier  and  j)rocess  the  two  principal  raw  materials  then  so  urgently 
nee(knl  by  the  United  States:  copra  and  abaca.  The  Pr(>si(lentia.l 
directive  to  the  War  Shipping  Administration  was  designed  to  meet 
tlie  fii'st  factor,  and  the  directive  to  the  Reconstruction  Finance 
Corporation,  to  meet  the  second. 

PHILIPPINE    EXPORTS 

The  original  wor-ld-wide  function  of  the  U.  S.  ComuKurial  Company 
tiad  b(M'n  to  engage  in  the  purchase  of  essential  raw  matei'ials  for 
American  war  industries  and  in  some  few  cises  to  engage  in  preclusive 
buying  to  prevent  the  enemy  from  obtaining  critical  raw  materials. 
Li  the  PhiHppines,  this  function  became  immediately  enlarg(^d  wIkmi 
it  was  seen  tluit  the  only  way  to  obtain  |)roduction,  from  the  dislocated 
coconut  and  abaca  industries  was  for  the  United  States  Government 
itself  to  stimulate  productiorL 

Price,  of  course,  was  of  little  significance  to  people  who  were  starving 
for  goods,  who  were  homeless,  hungry,  and  in  despern.te  need  of  cloth- 
ing. The  U.  S.  Commercial  Company  thereupon  bega.r)  a  policy  of 
bringing  "tra(h>.  goods"  to  the  various  ishuufs  and  giving  them  to 
dealers  in  return  for  copi'a  Jitid  abji,ca.  Unfortuiui.tely,  in  ma,ny 
cases,  tfiis  resulted  in  the  diversion  of  such  goods  to  the  black  market. 
However-,  it  wa,s  determined  tluit  this  risk  had  to  be  taJv<>,n  in  order  to 
get  the  needed  raw  materials  and  to  start  the  wheels  of  Philippine 
economy  moving. 

veterans'  problems  (a) 

America's  problem  in  connection  with  Filipino  veterans  was,  in 
September  1945,  complex,  difficult,  and  critical.  In  the  original 
defense  of   tho  Philippines  on    Bataan  and  in  Corregidor  approxi- 
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mately  80,000  Filipino  soldiers,  mustered  into  the  service  of  the  armed 
forces  of  the  United  States  under  the  terms  of  the  Military  Order  of  the 
President  of  the  United  States  dated  July  26,  1941,^^  had  fought 
gallantly,  bravely,  and  historically  under  American  command  and 
for  the  American  cause.  Some  50,000  were  killed  and  severely 
.  wounded. 

Following  the  surrender  of  the  American  forces  in  May  1942, 
guerrilla  groups  began  to  appear.  Some  guerrilla  units  were  led  by 
Americans  who  had  escaped  from  Bataan  or  who  had  been  trapped  on 
some  of  the  southern  islands  and  had  fled  into  the  hills.  Some  were 
led  by  Filipinos  who  had  been  part  of  the  original  USAFFE  (U.  S. 
Army  Forces  of  the  Far  East) ;  some,  by  Filipinos  who  had  had  no 
previous  military  experience  at  all.  On  most  of  the  southern  islands 
these  guerrilla  forces  gradually  became  organized  and  integrated  into 
compact  and  well-defined  military  forces  which  controlled  large  areas  of 
the  islands.  Civilian  governments  were  installed  in  these  areas, 
operating  directly  under  President  Quezon  in  Washington.  These 
forces  themselves  were  in  regular  contact  with  General  MacArthur 
and  operated  under  his  direct  command. 

Executive  Order  No.  21  and  ^Recognition'' ^ 

All  of  the  guerrilla  forces  were,  on  October  28,  1944,  blanketed  into 
the  Commonwealth  Army  and  hence  into  the  service  of  the  armed 
forces  of  the  United  States  by  Executive  Order  No.  21,^°  issued  by 
President  Osmena  through  the  headquarters  of  General  MacArthur 
and  with  General  MacArthur 's  approval. 

There  were,  however,  large  numbers  of  guerrilla  groups,  especially 
on  the  island  of  Luzon,  whose  contact  with  General  MacArthur's 
headquarters  had  been  precarious  at  best.  Some  had  had  no  contact 
with  GHQ,  Australia,  whatsoever.  The  question  arose  as  to  which 
of  the  guerrilla  forces  were  to  be  recognized  as  part  of  the  American 
armed  forces  and  consequently  entitled  to  back  pay  and  to  other 
prerogatives  of  the  military  service.  A  great  scramble  for  recognition 
took  place.  Heavy  pressure  was  exerted  by  politicians  and  by  indi- 
vidual army  officials  to  advance  the  claims  of  one  group  or  another. 
Guerrillas  who  had  fought  through  thi'ee  bitter  and  desperate  years, 
and  wounded  veterans  of  the  defense  of  Bataan,  went  penniless  and 
imcared  for  while  strenuous  efforts  were  m  process  to  straighten  out 
the  sorry  tangle  that  ensued. 

Veterans^  benefits 

There  was  also  the  question  of  veterans'  benefits.  Filipino  soldiers 
had  been  led  to  believe  that  they  would  be  eligible  to  the  benefits  of 
the  United  States  GI  bill  of  rights,  the  same  benefits  for  which  Ameri- 
can veterans  were  eligible.  " 

There  was  the  question  of  insurance  payments  under  the  National 
Service  Life  Insurance  Act.  Thousands  who  had  died  on  Bataan  and 
Corregidor,  leaving  destitute  families,  were  believed  to  be  entitled 
to  the  insurance  payments.  These  and  a  hmidred  other  questions 
agitated  the  veterans  who  had  served  so  nobly  under  the  American 
flag.  There  was  also  the  question  of  the  eligibility  of  USAFFE  vet- 
erans for  back  pay  covering  the  period  after  they  had  been  released 
on  parole  by  the  Japanese.     There  was  involved  the  question  of 

»«  Text  of  this  order,  p.  140,  appendix,  this  report. 
*>  See  appendix,  p.  140,  this  report. 
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veterans  of  the  original  Philippine  Army  (USAFFE)  who  had  ac- 
cepted positions  in  the  Philippine  Constabulary  under  the  Japanese 
or  who  had  otherwise  occupied  positions  in  the  puppet  government. 

Guerrilla  currency 

Another  urgent  problem  involved  the  emergency  or  so-called 
guerrilla  currency.  That  currency  had  been  issued  during  the  occu- 
pation by  emergency  currency  boards  under  the  joint  authority  of 
President  Quezon  and  General  AlacArthur  to  help  finance"  the  oper- 
ations of  guerrilla  forces  and  the  cost  of  civilian  government  in  the 
"liberated"  areas.  A  Philippine  Emergency  Currency  Committee 
set  up  by  President  Osmena  in  the  summer  of  1945  ^^  found  that 
F145,963,581.32  in  guerrilla  currency  notes  had  been  issued  by  duly 
constituted  currency  boards,  but  the  amounts  issued  were  in  excess, 
in  many  cases,  of  the  amounts  authorized  to  be  issued.  This  figure 
did  not  include  currency  issued  on  the  sole  authority  of  local  civil 
government,  local  guerrilla  commanders  or  the  so-called  mountain 
money.  For  at  least  a  good  part  of  this  money,  the  United  States 
was  responsible  and  pledged  to  redemption.  It  was  estimated  that 
two-thirds  of  the  money  was  expended  for  military  purposes,  and 
one-third  by  the  local  civil  governments  of  the  resistance  movement 
to  finance  their  operations. 

But  as  of  September  1945,  the  money  was  unredeemed  and  no  steps 
had  been  taken  to  redeem  it  or  call  it. in  for  registration.  Some  of  it 
was  passing  into  the  hands  of  speculators;  farmers  and  storekeepers 
who  had  accepted  it  were  becoming  bitter  and  disillusioned.  There 
was  no  question  as  to  American  responsibility  for  a  good  share  of  it. 

Some  guerrilla  leaders  had  issued  no  currency,  in  the  absence  of 
authorized  currency  boards,  but  had  given  signed  receipts  for  food 
and  other  supplies  received.     These  receipts,  also,  had  to  be  redeemed. 

These  problems  underlay  the  Presidential  directives  to  the  Secretary 
of  War  and  the  Secretary  of  the  Treasury. 

SURPLUS  PROPERTY 

There  were  in  the  islands  at  the  time  of  the  Japanese  surrender 
almost  a  billion  dollars  (cost  value)  of  goods  and  supplies,  some  mili- 
tary, some  civilian,  brought  over  by  the  Army  for  the  purpose  of 
mounting  the  great  offensive  against  Japan.  Some  of  these  supplies 
were  in  the  process  of  being  taken  to  Japan  to  support  the  forces  of 
occupation.  A  vast  amount  was  in  complete  excess  of  tl  e  needs  of 
the  armed  forces.  These  supplies  were  stored  in  a  hundred  depots 
scattered  over  the  islands,  heaped  in  great  mountain^  of  boxes,  of 
packages,  and  crates.  Most  of  it  was  uncataloged.  Much  of  it  was 
open  to  the  weather  and  subject  to  constant  depleting  by  looting  and 
pilfering. 

The  Philippine  Government  had  obtained  a  credit  of  $10,000,000  for 
the  acquisition  from  the  Surplus  Property  Board  and  from  its  successor, 
the  Foreign  Liquidation  Commission,  of  some  of  this  surplus.  The 
question  facing  the  United  States  was  what  to  do  with  the  remainder. 
Undoubtedly  a  great  deal  of  it  could  be  used  to  assist  in  the  rehabili- 
tation of  the  Philippines.  This  was  the  basis  of  the  Presidential 
directive  to  the  Surplus  Property  Administrator. 

21  Commonwealtli  Executive  Order  No.  46  of  June  6, 1945. 
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ENEMY    PROPERTY 

There  was  in  the  Phihppines  a  considerable  amount  of  property 
which  before  the  war  had  been  owned  by  Japanese  nationals,  espe- 
cially in  the  Province  of  Davao  on  the  island  of  Alindanao.  This 
property  consisted  in  large  part  of  lands  and  processing  facilities  for 
the  production  of  abaca,  the  precious  fiber  used  in  the  manufacture 
of  rope.  .A  large  number  of  the  Japanese  real-estate  properties  had 
been  conveyed  to  the  Japanese  through  the  medium  of  "dummies" — ■ 
Filipinos  who  held  the  land  titles  and  transferred  them  through  on© 
device  or  another  to  Japanese  in  order  to  get  around  the  Philippine 
law  prohibiting  the  sale  of  agricultural  lands  to  aliens.  There  were 
also  enemy  real-estate  holdings  in  Manila  and  other  cities. 

The  United  States  Army  had  taken  custody  of  much  of  this  prop- 
erty and  had  turned  it  over  to  an  Army  official  designated  as  the 
Enemy  Property  Custodian.  It  was  the  intent  of  the  Presidential 
directive  to  the  Alien  Property  Custodian,  a  civilian  official,  to  vest 
title  in  all  enemy  property  in  the  Philippines  and  to  make  lawful 
disposition  of  it.^^ 

DEBTS    AND    OBLIGATIONS 

The  fiat  money  the  Japanese  had  forced  upon  the  Filipino  people 
had  been  declared  illegal.  Nevertheless,  the  problem  remained  as  to 
debts  which  had  been  contracted  during  the  occupation.  This  prob- 
lem also  involved  those  who  had  repaid  debts  incurred  prior  to  the 
war,  using  Japanese  pesos  for  the  repayment  of  such  debts. 

The  Japanese  pesos  had  been  "worth"  different  amounts  diu-ing 
different  periods  of  the  occupation.  The  Presidential  directive  to  the 
Secretary  of  the  Treasury  was  designed  to  assist  in  the  establishment 
of  a  formula  for  the  settlement  of  such  debts  and  transactions.  Until 
a  settlement  could  be  made,  the  entire  financial  structure  of  the 
Philippines  would  be  shrouded  in  uncertainty,  and  the  banks  would 
be  unable  to  ascertain  their  liabilities  and  assets. 

COLLABORATION    (B) 

The  problem  of  collaboration  has  already  been  described. ^^  Its 
settlement  was  an  urgent  necessity  for  the  unity  of  the  Filipmo 
people.  The  People's  Court,  it  is  true,  was  slowly  working  on 
the  tremendous  accumulation  of  cases  confronting  it,^^  but  many  of 
the  witnesses,  including  Army  officers  and  personnel,  were  being 
transferred  or  demobilized.  Many  of  the  Filipino  witnesses  were 
lost  sight  of.  The  exact  definition  of  collaboration  was  far  from 
settled.  There  was  tremendous  pressure  from  the  United  States  for 
the  speedy  trial  and  disposition  of  the  collaborationist  cases. 

An  official  statement  had  been  issued  on  September  10,  1945,  by  a 
high  official  of  the  United  States  Government  ^^  declaring  that  no 

22  In  late  1941,  enemy  alien  property  in  the  Philippines  had  been  "frozen"  by  the  U.  S.  Government 
under  the  authority  of  sees.  301  and  302  of  the  First  War  Powers  Act  (Public,  No.  354,  77th  Cong.).  Upon 
liberation,  the  Army  took  over  enemy  property;  the  Army's  Enemy  Property  Custodian  took  charge. 

23  See  Collaboration  (A),  p.  6,  this  report. 

"  The  first  major  "political"  collaborationist  to  be  found  guilty  was  puppet  Defense  Minister  Teofilo 
Sison;  the  People's  Court  decided  his  case  on  February  28,  1940.  and  sentenced  him  to  life  imprisonment. 
Sison  appealed  the  decision  to  the  Supreme  Court.  On  July  4,  1946,  the  Sison  case  had  not  yet  been  heard 
by  the  Court.    Sison  was  out  on  bail. 

25  Secretary  of  the  Interior  Harold  L.  Ickes,  in  a  telegram  to  Commonwealth  President  Osmena.  For  the 
text  of  this  telegram,  see  appendix,  p.  141,  this  report. 
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Federal  funds  or  other  assistance  would  be  given  to  the  Philippines 
unless  all  collaborationists  were  eliminated  from  public  life.  Since 
there  was  no  agreed-upon  definition  of  what  a  collaborationist  was, 
this  statement  hung  like  a  sword  of  Damocles  over  the  heads  of  the 
Filipino  people. 

The  President  therefore  directed  the  Attorney  General  of  the 
United  States  to  send  a  mission  to  the  Philippines  to  investigate  and 
to  report  on  this  grave  problem. 

AGRARIAN    UNREST 

The  activities  of  dissident  groups  in  central  Luzon  (chiefly  in  the 
provinces  of  Bulacan,  Pampanga,  and  Nueva  Ecija)  had  attracted 
widespread  attention  in  the  United  States.  Some  of  the  members  of 
these  groups  had  been  guerrilla  fighters  during  the  occupation.  Others 
were  bandits;  still  others  were  merely  peasants  who  had  suffered  and 
whose  forefathers  had  suffered  under  the  oppression  of  landlords  and 
money  lenders. 

Although  this  problem  had  plagued  the  Philippines  for  centuries, 
no  definite  solution  had  ever  been  arrived  at.  The  President,  there-' 
fore,,  directed  the  High  Commissioner  to  attempt  to  make  a  study  of 
the  basic  grievances  of  these  dissident  elements  and  to  recommend 
"the  remedies  or  reforms  which  ought  to  be  taken  by  the  Common- 
wealth Government  and  by  the  United  States  Government." 

The  continued  existence  of  these  armed  groups,  refusing  to  recog- 
nize the  authority  of  the  Philippine  Government,  was  unquestionably 
a  threat  to  the  continued  existence  of  a  stable  government  in  the  is- 
lands— although  less  of  a  threat  than  was  supposed  in  the  United 
States. 

Illegally  held  arms 

There  was  a  tentative  estimate  of  300,000  loose  arms,  illegally  held 
by  Filipinos  throughout  the  nation.  These  arms  had  been  stolen 
from  the  Japanese,  obtained  from  the  American  Army  in  the  course^ 
of  the  libera'tion,  and  looted  from  American  depots.  The  existence  of 
these  arms  constituted  a  considerable  threat  to  peace  and  order.  It 
was  a  debatable  question  as  to  whether  the  United  States  should  initi- 
ate action  to  recover  these  arms,  prior  to  independence.  President 
Truman  had  directed  that  this  matter  be  given  careful  study. 

MISCELLANEOUS    PROBLEMS 

These,  then,  were  some  of  the  problems  faced  by  the  American 
Government  at  the  time  of  the  reestablishment  of  the  Office  of  the 
High  Commissioner  in  the  Philippines.  Yet  even  this  imposing  list 
of  knotty  quandaries  did  not  by  any  means  encompass  the  whole  of 
the  tangled  skein  which  called  for  unraveling  prior  to  the  assumption 
of  full  sovereignty  by  the  Filipino  people. 

Finances 

There  were  a  hundred  minor  situations,  political,  financial,  and 
administrative,  which  called  for  solution.  The  financial  accounts 
between  the  United  States  and  the  Commonwealth  Government  were 
still  unsettled.  Commonwealth  officials  had  not  yet  been  able  to 
obtain  a  picture  of  the  Government's  true  financial  situation.     The 
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Government  did  not  know  how  much  money  it  had,  what  its  expectable 
revenue  was,  nor  what  exact  obligations  had  to  be  met. 

The  prewar  taxation  system  was  obviously  inadequate.  When 
the  Philippines  was  liberated,  sugar,  which  had  been  the  source  of 
one-third  of  Government  revenues  before  the  war,  was  out  of  the 
question  as  a  source  of  income.  The  entire  tax-coUection  machinery 
was  in  complete  chaos.  Had  it  not  been  for  the  nest  egg  provided  by 
United  States  allocations,^^  the  Philippine  Government  could  not 
have  functioned  upon  its  return  to  the  Philippines.  Moreover,  the 
Commonwealth  Government  had  been  extremely  slow  to  take  ad- 
vantage of  new  sources  of  revenue  which  might  have  been  tapped  in 
the  months  after  liberation.  The  taxes  on  intoxicating  liquor  and 
other  consumption  items  which  were  being  bought  at  sky-high 
prices  by  GI's  and  others,  were  ridiculously  low.  Likewise,  the  tax 
on  amusements,  such  as  night  clubs,  was  inadequate.  Fortunes 
were  made  overnight,  but  the  Philippine  Government  was  able  to 
obtain  only  a  miserly  portion  of  the  fabulous  profits. 

Military  bases 

There  was  the  question  of  military  bases.  Under  the  terms  of  the 
Tydings-McDuffie  Act,^^  the  United  States  had  reserved  the  right  to 
maintain  naval  reservations  and  fueling  stations  in  the  Philippines 
after  independence,  but  had  agreed  to  turn  over  Army  reservations 
to  the  Republic. 

During  the  war,  the  Commonwealth  government  in  exile  had  agreed 
to  the  establishment  of  an  elaborate  system  of  both  Army  and  Navy 
bases  in  the  Philippines  to  be  manned  by  American  forces.  This 
agreement  constituted,  in  effect,  an  agreement  to  revise  the  Tydings- 
McDuffie  Act.  This  revision  was,  in  fact,  accomplished  by  Joint 
Resolution  93,  Public  Law  380  (approved  June  29,  1944),  which 
authorized  the  President  of  the  United  States  to  negotiate  with  the 
President  of  the  Philippines  for  the  establishment  of  bases  and  to 
proceed  to  establish  them.  President  Osmena,  on  May  14,  1945, 
signed,  with  President  Truman,  a  declaration  settmg  forth  the  areas 
in  which  bases  might  be  established. 

It  was  desirable  that  these  negotiations  be  begun  at  the  earliest 
possible  date  so  that  after  independence  both  the  new  Republic  and 
the  United  States  Government  would  know  the  limitation  of  military 
areas  to  be  occupied  by  the  American  troops,  and  what  rights  and 
privileges  would  be  held  by  these  troops. 

VI.  REHABILITATION  OF  TRADE— THE  BELL  BILL 

TARIFFS   AND    QUOTAS 

Economic  provisions  of  Independence  Act 

It  was  obvious  that  the  most  difficult  problem  in  the  whole  complex 
of  problems  crying  for  solution  was  that  of  postindependence  trade 
relations  between  the  United  States  and  the  Philippines. 

Under  the  terms  of  the  Tydings-McDuffie  Act  as  already  related, 
full  foreign  duties  were  to  have  been  applied  to  all  Philippine  products 
entering  the  United  States  after  July  4,  1946. 

26  See  Philippine  Finances  During  the  War,  p.  10,  this  report. 
2'  Sec.  10  (a)  and  (b),  Public  Law  No.  127,  73d  Cong. 
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Also  under  the  terms  of  the  original  act,  the  three  major  commodity 
exports  of  the  Philippines — sugar,  coconut  oil,  and  cordage — were 
placed  on  a  tariff -quota  basis,  beginning  January  1,  1936.  These  three 
commodities  were  to  be  admitted,  in  the  amount  of  their  basic  quotas, 
duty-free ;  any  amounts  entering  the  United  States  in  excess  of  quota 
were  to  be  subjected  to  full  foreign  duty.  The  net  effect  of  this  pro- 
vision was  to  establish  an  absolute  United  States  quota  on  these 
export  commodities  from  the  Philippines, 

The  basic  quotas  were — - 

Coconut  oil  (long  tons) 200,  000,  000 

Sugar  (long  tons,  of  which  no  more  than  50,000  could  be  refined) 850,  000,  000 

Cordage  (pounds) 3,  000,  000 

Beginning  on  January  1,  1941,  under  the  terms  of  the  original  act, 
the  Philippine  Government  was  required  to  apply  to  all  dutiable 
commodities  shipped  to  the  United  States  an  export  tax  amounting  to 
5  percent  of  the  full  United  States  foreign  duty.  Coconut  oil,  sugar, 
and  cordage  were  among  the  commodities  to  which  the  tax  was  to 
:apply.  The  proceeds  from  this  export  tax,  incidentally,  were  to  be 
used  by  the  Philippine  Government  to  retire  its  bonded  indebtedness. 

In  1939,  however.  Congress  adopted  the  Tydings-Kocialkowski 
amendments  ^^  to  the  Independence  Act,  designed  to  ameliorate  the 
economic  provisions  cited  above.  Under  these  amendments,  the 
export  tax  was  waived  on  certain  products  which,  according  to  expert 
studies  by  two  United  States  economic  missions,^^  would  have  been 
barred  from  the  Am'erican  market  by  the  imposition  of  a  tax  of  even 
5  percent  of  the  American  tariff.  Those  commodities  were  coconut 
oU,  cigars,  tobacco,  pearl  buttons,  and  embroidery.  On  these  prod- 
ucts, there  were  to  be  no  restrictions,  except  quotas  limiting  their  total 
shipments  into  the  United  States,  These  provisions  were  to  pertain 
until  July  4,  1946. 

A  joint  Philippine- American  committee,  established  under  the  terms 
of  an  agreement  between  President  Roosevelt  and  President  Quezon 
in  1937,  made  an  exhaustive  study  of  Philippine-American  trade 
(1937-38)^^^*'^  and  came  up  with  the  proposal  that  the  gradually 
increasing  export  tax  be  extended,  as  a  tariff,  on  the  same  graduated 
basis  beyond  July  4,  1946,  for  a  period  of  15  years,  so  that  the  impost 
•on  sugar  and  on  cordage,  for  instance,  would  increase  progressively 
from  5  percent  in  1941  to  100  percent  in  1961.  The  same  committee 
proposed  that  coconut  oil,  cigars,  tobacco,  pearl  buttons,  and  em- 
hroidery  be  excused  from  tariff  altogether  and  be  subjected  to  a 
gradual  decline,  by  5  percent  annually  until  1961,  of  the  duty-free 
quotas  established  for  these  commodities  in  the  Independence  Act 
(as  amended) .  Thus,  at  the  end  of  that  time,  tariffs  on  all  Philippine 
products  would  be  at  the  full  foreign  duty  leVel  and  the  duty-free 
quotas  would  have  been  reduced  to  zero. 

Congress,  in  considering  the  recommendations  of  this  committee — 
recommendations  which  were  endorsed  by  the  administration — decided 
to  accept  the  committee's  recommendations  up  to  July  4,  1946.  In 
other  words,  coconut  oil,  cigars,  tobacco,  pearl  buttons,  and  embroi- 
dery were  put  on  declining  duty-free  quotas  until  Independence  Day 
when  the  duty-free  quotas  were  to  be  automatically  extinguished  and 

28  Public  Law  300,  approved  August  7,  1939  (53  Stat.  1226). 

2»  (a)  United  States-Philippine  Trade  (Rept.  No.  118)  (U.  S.  Tariff  Commission,  1937);  (6)  Report  of  the 
Joint  Preparatory  Committee  on  Ptiilippine  Aflairs  (May  20, 1938) . 
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full  duty  would  prevail.  It  was  contemplated,  however,  that  2  years 
prior  to  July  4,  1946,  another  study  would  be  made  by  a  committee 
composed  of  representatives  of  the  House,  the  Senate,  and  the  execu- 
tive branch  of  the  Government.  This  would  replace  the  trade  con- 
ference called  for  in  the  original  Tydings-McDuffie  Independence  Act. 
Specific  provision  for  the  appointment  of  this  group  was  contained  in. 
the  Tydings-Kocialkowski  amendments.^" 

Congress  suspends  "  adjustment"  Jor  1  year 

On  December  22,  1941,  in  recognition  of  the  realities  of  war,  there 
was  approved  a  congressional  act  ^^  which  suspended  for  a  period  of 
1  year  the  application  of  the  export  quotas  and  the  decreases  in  the 
duty-free  quotas.  There  was  no  doubt  in  the  minds  of  Members  of 
Congress  at  that  time  that  the  Philippines  would  be  restored  to  Amer- 
ican control  in  less  than  a  year.  Under  the  terms  of  this  law,  the 
export  taxes  were  to  be  reinvoked  on  January  1,  1943,  along  with  the 
declining  duty-free  quotas.  A  further  concession  was  made  by  pro- 
viding that  these  adjustment  provisions,  which  had  been  in  force  for 
only  1  year,  would  resume  at  the  1941  level,  namely,  at  5  percent, 
and  would  reach  15  percent  in  1946,  the  year  of  independence. 

Economic  uncertainty  in  1945 

As  of  the  autumn  of  1945,  however,  there  had  been  no  move  on  the 
part  of  the  administrative  branch  of  the  United  States  Government 
to  cause  the  export_tax  or  the  declining  duty-free  quotas  to  be  rein- 
stated. Actually  the  point  was  academic.  At  that  time  the  Philip- 
pines was  not  shipping  to  the  United  States  any  considerable  amounts 
of  the  products  that  were  dutiable  or  that  were  theoretically  sub- 
jected to  declining  duty-free  quotas.  The  Philippines  was  import- 
ing rather  than  exporting  sugar  and  was  in  desperate  short  supply  as 
far  as  coconut  oil  was  concerned.  As  a  matter  of  fact,  one  of  the 
reasons  that  nothing  had  been  done  to  rehabilitate  these  industries 
was  the  uncertainty  regarding  the  status  of  tariffs  and  quotas,  espe- 
cially after  July  4,  1946.  Obviously,  none  of  the  private  operators 
of  the  affected  industries  was  willing  to  rehabilitate  plants  or  mills  in 
the  face  of  certain  extinction  on  July  4,  1946.  It  was  this  uncertainty 
which  was  in  large  measure  responsible  for  the  fact  that  the  Philippine 
economy  in  the  fall  of  1945  was  still  on  dead  center  and  completely 
paralyzed.  The  only  exceptions  were  the  copra  industry  and  the 
abaca  industry,  for  the  rehabilitation  of  which  the  United  States 
Government  itself  had  taken  the  mitiative  because  of  the  desperate 
need  for  those  products  in  the  war-production  effort  of  the  United 
States. 

It  was  to  resolve  this  uncertainty  that  we  directed  our  first  efforts. 

BLUEPRINTS    FOR    REHABILITATION 

In  June  1943,  the  United  States  Congress  considered  and  approved 
a  joint  resolution  ^^  looking  toward  the  planning  of  a  rehabilitation 
program  for  Philippine  economy.  That  resolution  amended  section 
13  ^^  of  the  Tydings-McDufiie  Act  and  provided  for  the  establishment 

30  Sec.  13  of  the  Tydings-McDufBe  Act  (as  amended)  or  sec.  4  of  Public  Law  300,  78th  Cong.    This  sec- 
tion was  later  amended  bv  S.  ,1.  Res.  94,  78th  Cong.;  see  footnote  33. 
3"  Public  Law  367,  77th  Cong.  (ch.  617,  55  Stat.  582"). 

32  S.  J.  Res.  94,  which  became  Public  Law  381,  78th  Cong.,  approved  June  29,  1944. 

33  Sec.  13  of  the  Independence  Act  (Public  Law  127,  73d  Cong.),  as  amended,  provided  for  the  holding  of 
a  trade  conference  at  least  2  years  before  independence.  S.  J.  Res.  94  directed  the  holding  of  that  conference 
within  15  days  of  the  approval  of  the  resolution  and  specified  the  subjects  to  be  covered. 
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of  a  Joint  Philippine-American  Commission  to  be  known  as  the 
Filipino  Rehabilitation  Commission  consisting  of  18  members,  9 
Americans  and  9  FUipinos.  The  American  membership  would  in- 
clude three  Members  from  the  House  of  Representatives  and  three 
from  the  United  States  Senate. 

The  functions  of  that  Commission  were  specified  in  the  joint  reso- 
lution as  follows: 

The  Filipino  Rehabilitation  Commission  shall  investigate  all  matters  aflfecting 
postwar  economy,  trade,  finance,  economic  stability,  and  rehabilitation  of  the 
Philippine  Islands,  including  the  matter  of  damages  to  public  and  private  property 
and  to  persons  occasioned  by  enemy  attack  and  occupation. 

To  formulate  recommendations  based  upon  such  investigations  and  for  future 
trade  relations  between  the  United  States  and  the  independent  Philippine  Republic, 
when  established,  and  to  consider  the  extension  of  the  present  or  heretofore  agreed 
upon  trade  relations  or  otherwise  for  a  period  of  years  to  make  adjustments  for 
the  period  of  occupancy  by  the  Japanese  in  order  to  reestablish  trade  relations 
as  provided  for  in  the  original  Independence  Act. 

Under  the  terms  of  this  resolution,  President  Roosevelt  appointed 
as  American  members  of  a  Joint  Philippine  Rehabilitation  Com- 
miission  the  following  members: 

Senator  Millard  E.  Tydings,  chakman. 

Senator  Carl  Hay  den. 

Senator  Arthur  H.  Vandenberg. 

Representative  C.  Jasper  Bell. 

Representative  Dan  R.  McGehee. 

Representative  Richard  J.  Welch. 

Mr.  Lynn  R.  Edminster,  United  States  Tariff  Commission. 

Mr.  E.  D.  Hester,  Office  of  the  United  States  High  Commissioner 

to  the  Philippines. 
Mr.    Wayne   Coy,   former  Assistant   Director,   Bureau   of   the 
Budget. 
President  Osmefia  appointed  as  Filipino  members  the  following: 
Mr.  Jaime  Hernandez,  vice  chairman. 
Brig.  Gen.  Carlos  P.  Romulo. 
Col.  Manuel  Nieto. 
.  Col.  Alejandro  Melchor. 
Col.  Mariano  A.  Erana. 
Dr.  Urbano  Zafra. 
Mrs.  Pilar  H.  Lim. 
Senator  Carlos  P.  Garcia. 
Assemblyman  Pedro  Lopez. 

Perpetual  free  trade 

That  commission  met  in  joint  session  only  a  few  times.  It  appeared 
from  the  first  that  there  was  a  wide  divergence  of  views  between  the 
Filipino  members  and  the  American  members  as  to  the  economic 
formula  for  postindependence  Philippine-American  relations.  The 
Filipino  members,  in  consultation  with  President  Osmefia,  arrived 
at  the  conclusion  that  the  ideal  formula  was  perpetual  free  trade 
between  the  Philippines  and  the  United  States.  The  Filipino  mem- 
bers prepared  a  number  of  brochures  to  illustrate  the  mutual, benefits 
which  would  be  derived  from  such  a  program.  The  American  mem- 
bers believed  that  in  the  first  place,  such  a  proposition  was  politically 
impossible,  and,  in  the  second  place,  that  inasmuch  as  it  ran  counter 
to  America's  international  advocacy  of  most-favored-nation  treatment,' 
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perpetual  free  trade  was  out  of  the  question.  A  number  of  divergent 
views  appeared  even  among  the  American  members,  however,  and 
no  progress  was  made  through  this  organization. 

Interdepartmental  Committee  on  Philippine  Affairs' 

President  Roosevelt  had  caused  to  be  established  an  Interdepart- 
mental Committee  on  Philippine  Affairs  representing  all  the  major 
departments  of  the  United  States  Government  with  concerns  in  the 
Philippines  including  State,  War,  Navy,  Treasury,  Agriculture,  the 
Tariff  Commission,  and  the  Interior  Department.  This  Committee 
held  a  number  of  meetings  to  consider  proposals  for  postindependence 
Philippine-American  economic  relations.  The  various  departments 
had  quite  radically  different  ideas  on  this  subject.  One  department 
favored  a  limited  period  of  free  trade;  still  another  favored  the 
formula  worked  out  by  the  Joint  Preparatory  Committee  on  Philip- 
pine Affahs  but  which  Congress  had  refused  to  accept  in  1939.  Still 
another  group  favored  no  preferential  relations  after  independence  at 
all  on  the  theory  that  it  was  best  to  let  the  Philippines  "sink  or  swim" 
and  that  it  was  wrong  to  revive  the  prewar  economy  which  was  tied 
so  closely  to  the  American  market  and  based  so  largely  on  tariff 
preferences  in  the  American  market. 

History  oj  new  legislation 

In  September  1945,  Representative  C.  Jasper  Bell,  chairman  of  the 
House  Committee  on  Insular  Affairs,  introduced  a  bUl  which  had  the 
support  of  the  Philippine  Commonwealth  Government  and  of  some  of 
the  administrative  departments.  It  was  H.  R.  4185  and  provided 
for  20  years  of  free  trade  after  independence,  with  full  foreign  duties 
to  be  applied  to  all  dutiable  Philippine  products  on  July  4,  1966. 

The  purpose  of  this  legislation  was  to  grant  Philippine  investors, 
businessmen,  and  planters  20  years  to  recoup  the  losses  they  had 
sustained  in  war,  after  which  they  would — if  they  could  not  adjust 
to  full  foreign  duty — face  liquidation.  H.  R.  4185  had  a  number  of 
other  provisions  including;  (1)  a  provision  tying  the  Philippine  peso  to 
the  American  dollar  for  the  duration  of  the  20  years  of  free  trade; 
(2)  a  provision  granting  American  citizens  equal  rights  with  Filipinos 
in  certain  economic  undertakings  including  the  development  of  natural 
resources;  and  (3)  a  provision  guaranteeing  Americans  against 
discriminatory  taxation  during  the  same  20-year  period.  The  pur- 
pose of  the  latter  two  provisions  was  to  provide  an  inducement  to 
American  businessmen  to  reinvest  in  the  Philippines  and  to  assist  in 
the  rehabilitation  of  the  nation's  devastated  economy. 

Shortly  before  the  introduction  of  this  bill.  Senator  Tydings  had 
introduced  into  the  Senate  a  measure  proposing  a  postindependence 
executive  agreement  between  the  United  States  and  the  Philippines, 
providing  for  a  22-year  postindependence  period  of  adjustment  dming 
which  duties  on  Philippine  products  entering  the  United  States  would 
increase  at  the  rate  of  5  percent  of  the  basic  American  duty  annually, 
reaching  full  duty  status  in  1968.^*  No  action  was,  however,  taken 
on  this  measure — in  part  because  of  the  constitutional  point  that 
since  it  affected  tariffs,  such  legislation  should  properly  originate  in 
the  House. 

-  34  S.  1279.  This  measure  was  referred  to  the  Senate  Committee  on  Territories  but  was  never  acted  on. 
Later  (October  18,  1945)  Senator  Tydings  introduced  S.  1498  which  combined  the  trade  provisions  of  S.  1279 
with  provisions  for  $100,000,000  in  war-damage  payments.  This  bill,  likewise,  was  never  acted  on.  (See 
Ch.  VII,  p.  41,  this  report.) 
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H.  R.  4185  was  referred  to  the  House  Ways  and  Means  Committee 
which  has  jurisdiction  over  tariffs.  Hearings  were  held.  President 
Osmena  addressed  a  letter  to  the  committee  indicating  full  support 
of  the  measure. ^^  Senator  Tydmgs,  however,  appeared  in  opposition 
and  urged  substitution  of  his  bill,  S.  1279,  to  which  Filipino  officials 
were  opposed.  The  State  Department  likewise  indicated  its  objection 
to  H.  R.  4185.  The  measure  was  shelved  and  no  action  was  taken. 
Without  a  fundamental  charter  for  Philippine-American  trade  re- 
lations, the  national  economy  remained  on  dead  center  while  precious 
weeks  and  months  went  by. 

Administrative  policy  is  defined — a  new  trade  bill 

In  an  attempt  to  resolve  this  apparent  deadlock,  President  Truman 
on  November  8  called  a  meeting  of  the  responsible  heads  of  the  exec- 
utive departments  to  consider  the  matter  of  Philippine  trade  rehabili- 
tation. State,  Interior,  Treasury,  and  other  departments  were  repre- 
sented. Senator  Tydings,  Representative  Bell,  President  Osmena, 
and  the  High  Commissioner  were  invited  to  participate. 

Following  a  3 -hour  session,  President  Truman  laid  down  the  outline 
of  the  compromise  bill  which  he  said  would  represent  the  adminis- 
tration's viewpoint.  It  was  to  be  based  on  the  Bell  bill,  but  included 
both  the  Bell  formula  and  the  Tydings  formula  in  the  following 
manner:  8  years  of  free  trade  would  be  followed  hj  25  years  of  grad- 
ually increasing  duties  or  declining  duty-free  quotas  in  accordance 
with  the  commodity  distinctions  provided  in  the  Independence  Act 
as  amended. 

Senator  Tydings  agreed  to  introduce  a  separate  war-damage  bill  in 
the  Senate  without  trade  provisions;  the  trade-relation  bill  would 
originate  in  the  House,  and  the  war-damage  measure  in  the  Senate. 
The  two  bills  would  then  criss-cross,  thus  accelerating  action. 

The  new  Bell  bill 

The  new  Bell  bill,  H.  R.  4676,  was  introduced  and,  like  its  predeces- 
sor, referred  to  the  House  Ways  and  Means  Committee.  Again 
hearings  were  held.  With  all  the  administrative  departments  appar- 
ently united  on  the  proposal,  there  seemed  every  prospect  for  its 
passage. 

Some  of  the  departments  of  the  Government,  however,  were  still 
unreconciled  to  the  new  legislation.  As  a  compromise  measure 
H.  R.  4676  did  not,  of  course,  completely  satisfy  anyone.  Also  cer- 
tain sugar  interests  were  opposed  to  the  bill  because  the  rehabilitation 
of  the  Philippine  sugar  industry,  which  would  be  made  possible  by  this 
measure,  and  the  guaranty  to  the  Philippines  of  an  850,000-ton  sugar 
quota,  would  deprive  these  interests  of  that  much  of  the  American 
sugar  market.  As  a  result  of  silent  but  vigorous  opposition,  action 
was  held  up  on  the  Bell  bill  for  three  long  months. 

I  had  left  for  Manila,  on  November  18,  1945,  after  participating  in 
the  consultations  leading  to  the  formulation  of  the  Bell  bill  proposal. 
All  interested  groups  had  been  consulted.  Philippine  officials,  includ- 
ing President  Osmena,  had  joined  in  these  conversations  in  Washing- 
ton. I  thought,  but  incorrectly,  that  the  way  had  been  cleared  for 
early  passage  of  Philippine  legislation. 

3!  This  letter  is  in  the  appendix  to  this  report,  p.  142. 
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Repeated  inquiries  from  Manila  in  December  and  January  failed  to 
elicit  the  reasons  for  the  legislative  inaction.  On  February  1,  I  made 
a  special  trip  to  Washington  to  ascertain  the  factors  underlying  the 
delay,  which  continued  to  hamstring  and  impede  Philippine  rehabili- 
tation. Up  to  the  time  of  my  return  to  the  United  States,  not  a 
single  coconut  oil  mill  had  been  rehabilitated;  sugar  lands  were  still 
lying  fallow;  not  a  single  major  reconstruction  job  had  been  done  on 
any  of  the  destroyed  sugar  mills.  Little,  if  any,  investment  was  being 
made  in  productive  Philippine  enterprises.  With  independence  only 
5  months  away,  the  deadlock  had  to  be  broken. 

LEGISLATIVE    MISSION    TO    WASHINGTON    (FEBRUARY    1-APRIL    20) 

Upon  my  arrival  in  Washington,  I  conferred  with  President  Tru- 
man, and  reported  to  him  on  the  implications  of  contmued  legislative 
inaction.  He  immediately  sent  urgent  word  to  leaders  of  Congress  to 
give  top  priority  to  this  legislation.  The  Ways  and  Means  Committee 
was  summoned  by  Chairman  Robert  Doughton  to  resume  hearings. 
Fourteen  different  sessions  of  the  committee  were  held,  and  innumer- 
able meetings  of  a  subcommittee  appointed  to  redraft  the  bill. 
Numerous  w^itnesses  were  heard  and  a  number  of  valid  suggestions 
were  made.  The  bill  was  completely  redrafted  to  encompass  these 
suggestions.     It  was  reintroduced  as  H.  R.  5185. 

The  entire  course  of  this  legislation  had  been  complicated  by  the 
fact  that  while  the  Bell  bill  had  been  conceived  in  the  House  Com- 
mittee on  Insular  Affairs  and  was  the  product  of  the  best  thoughts  of 
its  members,  it  was  being  handled  legislatively  by  the  Ways  and 
Means  Committee  which  was  not  at  all  informed  on  the  background 
of  Philippine-American  legislation  or  legislative  relations.  The  com- 
mittee had  to  be  brought  up  to  date  on  all  that  had  been  taking  place 
within  the  past  5  years  in  this  field. 

Congressman  Bell,  in  his  repeated  appearances  before  the  Ways  and 
Means  Committee,  was  actually  the  spokesman  for  the  Insular 
Affairs  Committee.  The  unusual  spectacle  was  afforded  of  one  com- 
mittee testifying  before  another,  advocating  a  particular  piece  of 
legislation. 

No  partisanship  involved 

It  is  to  be  emphasized  that  at  no  time  was  there  any  partisanship 
involved  in  the  congressional  consideration  of  this  measm'e.  Both 
parties,  and  members  of  both  parties,  gave  it  unqualified  support, 
entirely  on  the  basis  of  Philippine  contributions  to  the  war  effort 
and  America's  long-standing  commitments  to  the  PhUippmes,  and  in 
generous  recognition  of  the  devastated  condition  of  the  Philippine^ 
economy.  It  was  generally  agreed  that  Congress  faced  the  necessity" 
of  taking  unusual  and  unprecedented  measures  to  make  Philippine 
independence  possible  and  successful. 

There  was  at  no  time  any  inquiiy  mto  the  exact  reciprocal  benefits 
which  the  United  States  might  derive  from  this  legislation,  although  it 
was  recognized  that  American  producers  and  manufacturers  had  a 
legitimate  interest  in  maintaining  trade  with  the  Philippines.  The 
Bell  bill  was  conceived  to  be  a  formula  for  a  grant  of  unusual  conces- 
sions to  the  Philippines,  the  only  grant  of  preferential  trade  relations 
to  any  country  in  the  world  other  than  Cuba. 
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The  whole  concept  of  an  executive  trade  agreement, ^^  involving  the 
grant  of  special  tariff  provisions  to  an  independent  country,  was  daring 
and  without  precedent  in  American  history.  It  was  a  bold  attempt 
to  accomplish  through  the  medium  of  private  enterprise  the  rehabili- 
tation of  Philippine  economy.  In  a  statement  before  the  House  Ways 
and  Means  Committee  I  made  the  following  remarks: 

This  bill  is  "must"  legislation  for  the  Philippines.  To  some  Members  of 
Congress  it  is  just  another  piece  of  legislation  which  you  must  read  and  pass  on. 
But  to  the  Philippine  Islands  it  is  the  irreducible  minimum,  the  absolute  founda- 
tion stone  of  economic  recovery. 

There  was  never  any  doubt  in  the  minds  of  most  Filipinos  that  America  would 
come  back  and  liberate  them.  That  belief  was  founded  on  the  solid  faith  that 
democracy  was  stronger  than  military  dictatorship  and  would  win  out  in  the 
end.     Of  course  it  did. 

But  today  we  are  faced  with  the  urgent  necessity  of  justifying  that  faith  that 
the  Filipinos  had  in  us.  They  died  under  our  flag  and  for  our  cause.  Their 
economj^  was  completely  wrecked  and  perverted  in  our  service.  Their  country  is 
in  chaos  todaj''  because  it  was  our  battleground.  It  was  the  place  that  we  struck 
the  hardest  blows  in  the  winning  of  the  Pacific  war. 

The  Philippines  had  four  great  exports  upon  which  their  economy  depended — 
sugar,  toconuts,  hemp,  and  tobacco  products.  It  was  a  narrow  economy,  much 
too  narrow,  in  my  opinion.     But  it  is  far  too  late  in  the  day  to  discuss  that  now. 

Today  the  fields  that  produced  those  four  export  crops  are  fallow.  The  coconut 
trees  are  still  standing,  but  the  sugar  fields  and  the  tobacco  fields  are  to  a  great 
extent  not  in  cultivation.  The  abaca  fields  which  produce  hemp  are  only  partially 
in  cultivation.  That  is  the  situation  today,  almost  a  year  after  our  liberation  of 
the  Philippines.  And  the  reason  for  that  is  that  the  capital  needed  for  the  revival 
of  production  is  stagnant,  awaiting  your  decision,  awaiting  your  action  on  .this 
bill.  If  the  Congress  fails  to  enact  this  bill,  there  will  be  very  little  induceriient 
to  produce,  since  there  will  be  no  market  for  the  products.  You  cannot  expect  a 
country  completely  devastated  by  war  to  leap  into  a  highly  competitive  world 
market  and  obtain  any  kind  of  a  foothold.  It  will  take  months  and  years  of 
careful  tending,  under  the  protective  assurance  of  trade  preferences  in  the  United 
States,  for  the  Philippine  economy  to  regain  anything  near  its  prewar  strength. 
Yet  the  least  we  owe  the  Philippines  is  a  restoration  of  their  prewar  economy 
and  the  assurance  of  free  American  markets  for  the  minimum  period  required  for 
■economic  health  to  be  restored.  Then  we  can  talk  of  fitting  the  Philippines  into 
our  general  scheme  of  world-trade  policies.  Then  we  can  expect  the  Philippines 
to  adjust  themselves  to  a  competitive  world  and  to  adjust  their  economy  to  their 
proper  position  as  a  competitor  for  our  and  other  world  markets.  But  to  expect 
the  islands  to  stand  on  their  own  economic  feet  today  is  to  ask  the  wounded  and 
shattered  war  veteran  to  compete  on  an  equal  basis  with  his  fellow  citizens.  We 
look  after  those  of  our  own  people  who  have  borne  the  brunt  of  the  war,  and 
extend  special  protection  to  them,  protection  and  aids  which  we  do  not  extendto 
the  ordinary  citizen.  The  Philippines  are  America's  wounded  war  veteran. 
True,  they  will  become  independent  on  July  4,  1946.  But  they  will  be  as  much 
our  responsibility  after  July  4,  1946,  as  your  own  wounded  son  would  be,  even 
though  he  reached  the  age  of  21.  Filipinos  are  American  nationals  today. 
They  have  been  since  1898.  We  must  grant  them  the  same  consideration  that 
we  would  grant  any  others  of  our  own.  They  proved,  beyond  all  question,  their 
devotion  to  the  United  States,  their  guardian  power.  Alone  among  all  the  subject 
people  of  the  world,  the  Filipinos  fought  *  *  *  and  how  bravely  *  *  * 
through  long  dark  years  *  =(:  *  fQj.  ^^g  Nation  which  was  their  sovereign 
*  *  -^*  for  us.  To  turn  a  deaf  ear  to  their  needs  *  *  *  to  any  of  their 
needs  *  *  *  would  be  to  make  us  shameless  in  the  eyes  of  the  world.  It 
would  mark  us  as  rank  ingrates  and  international  hypocrites. 

I  ask  that  you  report  out  H.  R.  5185  and  that  you  lend  this  bill  your  unqualified 
support  in  speeding  its  passage  by  the  House.  This  bill  is  by  no  means  a  perfect 
bill.  It  is  an  emergency  measure  and  suffers  from  some  of  the  inadequacies  of  an 
emergency  proposal.     It  is  a  compromise  bill,  in  that  it  reconciles  two  different 

36  The  provisions  of  the  Bell  bill  are  summarized  on  p.  37,  this  report. 
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economic  approaches  to  Philippine  trade  rehabilitation.  But  it  is  the  product 
of  the  collective  wisdom  of  all  our  experts  on  the  subject.  Its  aim  is  single:  To 
establish  trade  conditions  which  will  permit  Philippine  trade  to  be  restored,  over  a 
relatively  short  period  of  time,  to  its  prewar  status.  It  will  be  3  years  before 
sugar,  for  instance,  can  be  shipped  in  any  considerable  amounts  to  the  United 
States.  At  this  moment,  the  Philippines  are  importing  sugar,  and  have  far  less 
than  they  need.  But  they  can  produce  sugar.  We  can  restore  to  them  this  cash 
crop  which,  with  their  other  exports  to  this  country,  will  enable  them  to  fashion 
their  economy  gradually  along  independent  lines.  I  have  urged  them,  and  I  will 
continue  to  urge  them,  to  diversify,  to  expand  their  production  of  consumption 
goods  and  food  products,  to  broaden  the  base  of  their  economy.  But  before  they 
can  do  anything,  they  need  H.  R.  5185. 

Sugar-quota  reduction 

On  March  27,  1946,  the  House  Ways  and  Means  Committee,  by 
unanimous  vote,  favorably  reported  the  Bell  bill.'^''  The  25-year 
period  of  gradually  increasing  tariffs  and  declining  duty-free  quotas 
had  been  reduced  to  20  years.  The  only  other  major  change  in  the 
substance  of  the  legislation  was  a  reduction  in  the  Phihppine  sugar 
quota  from  850, OOO"  long  tons  to  745,000  long  tons.  This  reduction 
was  due  apparently  to  private  representations  made  by  certain  sugar 
interests  and  was  directly  contrary  to  the  administration's  pledges  to 
the  Filipino  people.  The  news  of  it  was  received  with  bitterness  in 
the  Philippines.  No  attempt  was  made  to  restore  the  original  figure 
in  the  House,  although  several  Members  made  sharp  attacks  from  the 
House  floor  upon  the  proposed  reduction. 

The  bill  was  approved  by  the  House  on  March  30,  1946.  In  a 
statement  to  the  Senate  Finance  Committee  which  considered  the 
measure  in  the  upper  Chamber,  I  made  a  lengthy  statement  requesting 
the  restoration  of  the  original  850,000-ton  figure.  In  the  com-se  of 
those  remarks  I  said  : 

The  action  by  the  House  Ways  and  INIeans  Committee  in  setting  the  Philippine 
absolute  sugar  quota  at-  850,000  short  tons,  of  which  no  more  than  50,000  tons 
shall  be  refined  sugar,  represents  therefore  an  actual  cut  of  102,000  short  tons 
from  the  Independence  Act  (1934)  duty-free  quota  and  a  cut  of  425,000  tons 
from  the  1934  level  of  Philippine  sugar  exports  to  the  United  States.  It  is  further 
noteworthy  that  under  the  stimulus  of  the  American  free-trade  policj^  toward  the 
Philippines  up  until  1934,  Philippine  sugar  milling  capacity  had  been  built  up  to 
1,500,000  short  tons,  of  which  the  quota  proposed  by  the  House  represents  only 
a  little  more  than  a  half. 

It  is  reported  that  there  is  a  further  move  to  specify  that  the  50,000  short  tons 
allocated  for  Philippine  refined  sugars  be  "raw  value."  This  would  impose  a 
further  cut  of  3,500  short  tons  of  raw  sugar  in  the  Philippine  quota.  The  50,000 
short  tons  of  refined  sugar  represents  actually  53,500  short  tons  of  raw  sugar; 
the  50,000  long  tons  of  refined  sugar  represents  56,000  short  tons  refined  value, 
or  59,320  short  tons,  raw  value. 

The  cuts  proposed  to  be  made  in  the  Philippine  quota  are  greater  than  those 
ever  suffered  by  any  sugar-producing  area  supplying  the  American  market. 

Cuba,  for  instance,  which  shipped  1,599,000  short  tons  to  the  United  States  in 
1933,  shipped  2,821,000  short  tons  in  1945— an  increase  of  almost  1,300,000  tons. 

It  is  true  that  Philippine  sugar  production  cannot  now  fill  the  955,920  short-ton 
quota  to  which  the  islands  are  entitled  as  a  minimum,  and  probablj'  not  for  a 
few  years.  But  it  is  also  true  that  domestic  sugar-producing  areas  will  take 
approximately  the  same  length  of  time  before  they  can  reach  even  their  1942 
quota  totals.  Beet-sugar  production,  whose  quota  was  set  at  1,862,811  short 
tons  in  1942,  was  only  1,273,000  short  tons  in  1945,  or  600,000  tons  short  of  the 
1942  quota.  The  only  possible  beneficiary  for  the  current  deficit  period  would 
be  Cuba. 

Since  the  passage  of  the  first  Sugar  Act,  the  population  of  the  United  States 
has  increased  approximately  20  percent,  and  with  it  the  United  States  consump- 

3'  The  House  committee  made  a  final  redraft  of  the  bill,  which  Representative  Bell  agreed  to  introduce. 
It  became  H.  R.5S56.    Thebillthushadfour  distinct  versions.    H.  R.  5856  became  law. 
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tion  of  sugar  has  increased  in  proportion,  and  even  more,  so  that  today  the  United 
States  consumption  demand  is  in  excess  of  8,000,000  tons.  Domestic  producers 
are  entitled  to  55.9  percent  of  that  market,  or  about  4,500,000  tons.  Since 
domestic  production  (including  Hawaii  and  Puerto  Rico)  is  only  about  2,300,000 
short  tons  (1945),  there  is  a  great  gap  between  the  domestic  production  and  the 
share  in  the  United  States  market  guaranteed  to  it. 

Mainland  cane  and  beet  producers  would  have  an  approximate  quota  of  2,400,- 
000  tons  if  quotas  were  reestablished  today.  Today  mainland  beat  and  cane 
production  is  far  below  that,  as  are  the  theoretical  quotas  of  the  other  domestic 
areas — Hawaii,  Puerto  Rico,  and  the  Virgin  Islands.  Domestic  producing 
areas  cannot  possible  profit  from  the  cut  in  Philippine  quota  in  the  measurable 
future.  , 

Turning  to  the  moral  side,  it  is  certainly  repugnant  to  our  basic  concepts  of 
decency  to  make  this  cut  in  the  Philippine  quota  at  this  time,  solely  because 
the  Philippines  is  unable  to  fill  its  quota.  The  cut  in  the  Philippine  quota  is 
being  considered  precisely  because  the  Philippine  sugar  industry  was  sacrificed 
in  the  service  of  the  United  States  and  of  democracy  in  general.  Had  the  Phil- 
ippines been  spared  battle  devastation  and  was  now  in  the  process  of  supplying: 
our  urgent  sugar  needs,  there  would  be  no  talk  of  cutting  the  Philippine  quota. 
It  is,  of  course,  morally  wrong  to  take  advantage  of  Philippine  prostration  for 
the  advantage  of  any  special  interest.  Against  this  moral  background  stands 
the  simple  fact  that  no  domestic  interest  would  be  able  to  derive  any  advantage 
from  such  an  action. 

The  Senate  committee  voted  overwhelmingly  to  niake  the  change. 
Otherwise  the  bill  was  approved  in  its  House  version.  The  Senate 
followed  the  House  example  and  approved  the  measure  unanimously.. 
It  was  signed  by  the  President  on  April  30,  1946. 

Provisions  of  the  Bell  Act 

(1)  The  provisions  of  the  act  were  to  be  incorporated  in  an  Execu- 
tive trade  agreement  to  be  signed  by  the  President  of  the  United 
States  and  the  President  of  the  Philippines. 

(2)  The  life  of  the  Executive  trade  agreement  was  to  be  28  years, 
unless  previously  abrogated  as  provided. 

(3)  The  President  of  the  United  States  was  to  proclaim  the  Execu- 
tive trade  agreement,  upon  the  fulfillment  of  the  following  conditions: 

(a)  the  approval  of  the  Executive  agreement  by  the  Pliilippin& 
Congress;  and 

(&)  -the  receipt  by  the  President  of  the  United  States  of  satis- 
factory evidence  that  the  Philippine  Government  in- 
tended to  carry  out  its  obligations  under  the  terms  of  the 
agreement. 

(4)  Obligations  of  the  Philippine  Government  were  set  forth  as 
follows: 

(a)  to  amend  the  constitution  to  provide  equal  rights  for 
American  citizens  in  the  development  of  natural  re- 
sources and  the  ownership  and  operation  of  public 
utilities ; 

(6)  the  guaranty  of  nondiscriminatory  taxation  against 
Americans ; 

(c)  the  permanent  pegging  of  the  Philippine  peso  to  the  dollar 

at  the  rate  of  one  to  two,  with  changes  to  be  made  only 
with  the  permission  of  the  President  of  the  United 
States; 

(d)  the    admission   into    the    Philippines   of    1,000   nonquota. 

American  business  and  technical  men  annually  to  he 
permitted  to  remain  in  the  Philippines  not  to  exceed 
5  years. 
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(5)  The  United  States  Government  undertook  the  following 
obligations: 

(a)  to  guarantee  against  discriminatory  taxation  of  Filipinos 

in  the  United  States; 
(6)  to  maintain  unchanged   the   quotas  fixed  for  Philippine 

imports  into  the  United  States; 
(c)  to  grant  to  Philippine  copra  during  the  life  of  the  Executive 

agreement    a    2-cent    preferential    on    all    coconut    oil 

processed  in  the  United  States; 
{d)  to  calculate  Philippines  tariff  duties  on  a  basic  rate  as  low 

as  that  granted  any  other  country  in  the  world,  including 

Cuba. 

(6)  The  basic  economic  provisions  of  the  act  are  as  follows: 

{a)  free  trade  on  a  reciprocal  basis  between  the  two  countries 
for  a  period  of  8  years; 

(6)  a  graduated  duty,  increasing  by  5  percent  of  the  basic 
tariff  rate  annually  beginning  in  1954,  for  a  period  of  20 
years  on  all  dutiable  American  products  entering  the 
Philippines,  and  on  all  dutiable  Philippine  articles  enter- 
ing the  United  States  with  4  exceptions:  coconut  oil, 
cigars,  tobacco,  and  pearl  buttons; 

(c)  for  the  four  articles  so  excepted  duty-free  import  quotas 
are  as  follows: 

Coconut  oil long  tons__  200,  000 

Cigars 200,  000,  000 

Tobacco pounds__  6,  500,  000 

Pearl  buttons gross,  _  850,  000 

Beginning  in  1954  these  quotas  would  be  reduced  by  5  percent 
annually  for  a  period  of  20  years  but  would,  in  the  amount  of 
the  quota,  be  duty-free.  Amounts  shipped  into  the  United 
States  above  these  duty-free  quotas  would  be  required  to  pay 
full  foreign  duty. 

(7)  Absolute  quotas  were  provided  for  sugar  and  cordage  for  the 
entire  28-year  period:  6,000,000  pounds  of  cordage;  850,000  long  tons 
of  sugar  of  which  no  more  than  50,000  tons  could  be  refined.  No 
cordage  or  sugar  in  excess  of  these  quotas  could  be  shipped  into  the 
United  States.  These  two  commodities  would  be  subject  to  increas- 
ing tariff  duties,  as  provided  above. 

(8)  All  commodities  not  otherwise  specifically  excepted  would  be 
subject  to  the  increasing  duties  but  without  quotas,  except  as  the 
President  of  the  United  States  might  find  that  such  imports  threatened 
a  domestic  industry,  in  which  case  he  was  authorized,  after  investi- 
gation, to  establish  quotas. 

(9)  The  agreement  could  be  terminated  by  either  party  on  5  years' 
notice  without  cause,  or  on  6  months'  notice  by  either  party  if  the 
other  party  persisted  in  violating  any  of  the  provisions  of  the  agree- 
ment. 

OPPOSITION    TO    THE    BELL   ACT    IN    THE    PHILIPPINES 

Early  in  March  rumbles  of  opposition  to  the  Bell  trade  rehabilita- 
tion bill  began  to  appear  in  the  Philippine  press.  It  was  at  the  height 
of  the  Presidential  election  campaign  in  the  Philippines.  The  ob- 
jections were  based  on  the  following  aspects  of  the  Bell  bill: 
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(1)  The  so-called  equal  rights  provision,  section  341,  of  the  Bell 
bill,  guaranteeing  to  American  citizens  equal  rights  with  Filipinos  in 
the  development  and  exploitation  of  natural  resources  and  the  owner- 
ship and  operation  of  public  utilities.  This  section  required,  in  order 
to  be  effectuated,  an  amendment  to  article  XIII,  section  1,  of  the 
Philippine  Constitution. 

(2)  Section  402  (f)  providing  that  for  the  duration  of  the  executive 
trade  agreement,  the  Philippine  peso  should  remain  tied  to  the 
American  dollar  at  the  rate  of  2  to  1,  and  providing  that  the 
value  of  the  peso  could  not  be  changed  without  the  agreement  of  the 
President  of  the  United  States. 

(3)  Section  403  (c)  establishing  quotas  on  Philippine  imports  into 
the  United  States  and  granting  the  President  of  the  United  States 
authority  to  fix  quotas  for  those  commodities  for  which  no  quotas 
were  established  in  the  bill  and  which  might  be  found  to  threaten 
American  domestic  industries. 

The  '' onerous  'provisions^ ^ 

As  days  went  by,  the  objections  grew  in  volume  and  in  proportion. 
The  so-called  "onerous  provisions"  of  the  Bell  bill  became  the  target 
of  violent  attack.  Surprisingly  enough,  the  opposition  came  from 
the  leaders  of  the  Osmena  administration,  which  had  been  consulted 
at  every  point  in  the  formulation  of  the  legislation  and  was  responsible 
for  the  general  philosophy  of  the  measure.  The  attacks  became  more 
and  more  violent.  The  entire  measure  was  attacked  as  selfish,  unre- 
ciprocal,  and  imperialistic.  The  outcry  raised  in  the  press  and  from 
political  platforms  became  almost  hysterical. 

As  the  legislation  approached  the  point  of  passage  in  Washington, 
the  chief  fire  of  the  opposition  centered  on  the  "equal  rights"  provi- 
sion (sec.  341).  Capital  was  made  out  of  the  fact  that  in  order  to 
make  this  arrangement,  the  Philippine  Constitution  had  to  be 
amended. 

The  Philippine  Resident  Commissioner,  Gen.  Carlos  P.  Romulo,  in 
response  to  this  outcry,  made  an  appearance  before  the  committees  of 
Congress  and  requested  the  modification  of  section  341.  In  general, 
however,  he  wholeheartedly  supported  the  measure.  The  only  indi- 
cations of  opposition  came  through  the  press.  President  Osmena  was 
already  on  record  in  support  of  the  legislation.^^ 

Upon  my  return  to  the  Philippines  following  the  mission  to  Wash- 
ington, I  made  a  speech  before  the  Philippine  Bar  Association  and 
explained  the  American  position  with  regard  to  this  legislation.  I 
said  in  part:^^ 

It  is  to  be  held  firmly  in  mind  that  this  bill,  the  Bell  bill,  was  the  end-product 
of  a  number  of  compromises  already  entered  into.  It  was  completely  unprece- 
dented legislation  as  far  as  the  United  States  was  concerned.  Free  trade  is  a  red 
flag  to  many  Members  of  Congress.  Special  preferential  trade  relations  are 
anathema  to  the  State  Department.  It  is  not  understood  in  the  Philippines,  but 
it  is  a  basic  fact  that  the  United  States,  psychologically  speaking,  is  not  a  trading 
nation.  The  national  production  of  the  United  States  is  so  vast,  and  the  per- 
centage of  exports  so  small  that  most  Americans  have  no  idea  of  the  value  of 
exports  to  the  national  welfare.  On  a  straight  trade  basis,  it  would  be  impossible 
to  secure  congressional  approval  of  any  measure  which  brought  competition  to 
domestic  producing  interests,  no  matter  how  over-all  advantageous  such  a  measure 
would  be  to  America's  balance  of  trade. 


2*  See  appendix  of  this  report,  p.  142. 

3»  Full  text  of  this  speech  in  appendix  of  this  report,  p.  144. 
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I  want  to  make  the  point  again  and  again  that  the  Congress  was  not  making 
a  Yankee  trade,  or  a  swap  of  concession  for  concession.  There  is  no  concession 
in  the  Phihppine  market  which  could  ever  induce  the  Congress  to  permit  the 
free  entry  of  competitive  products  into  the  American  market.  It  was  only 
because  this  was  represented  as  a  trade  rehabilitation  bill,  an  essential  measure 
for  the  repair  of  the  Philippine  national  economy,  a  reward  for  the  war  sacrifices 
of  the  Philippines,  that  this  bill  was  passed.  That  is  why  you  cannot  weigh  this 
Trade  Act  in  terms  of  dollar  benefits  to  either  country. 

We  did  not  seek  in  this  bill  consciously  or  unconsciously  to  protect  the  so-called 
imperialist  interests  with  holdings  or  potential  holdings  in  the  Philippines.  They 
have  few  spokesmen  in  the  Administration  Party  today.  They  have  little  in- 
fluence in  the  major  decisions  of  government.  Their  influence  ended  in  1932  as 
far  as  the  United  States  Government  is  concerned.  I  am  not  sp-^aking  as  a  Dem- 
ocrat but  merely  as  an  American  when  I  say  that  I  do  not  expect  them  to  eome 
back  into  measurable  influence  in  the  measurable  future.  To  see  in  the  Trade 
Rehabilitation  Act  the  hand  of  imperialistic  interests  is  to  see  a  ghost  which  has 
long  ago  been  laid.  It  is  kicking  a  dead  horse.  It  is  reviving  a  bogey  which 
exists  only  in  the  imagination  of  some  here  who  insist  on  seeing  the  pattern  of  the 
1920's  in  the  events  of  the  1940's.  Under  this  administration  and  under  any 
administration  which  I  can  see  in  the  future,  the  American  people  will  not  support 
any  undertaking  which  would  exploit  or  take  advantage  of  the  heroic  people  of 
the  Philippines  in  any  manner,  shape,  or  form.  The  American  people  and  the 
American  Nation  are  committed  to  the  support  and  the  encouragement  of  the 
democratic  growth  of  an  independent  Philippine  Republic.  Any  measure  in- 
stituted in  the  United  States  which  proves  to  run  cross-purposes  with  that  goal 
will  be  willingly  corrected.  At  the  present  moment  I  cannot  see  that  there  is 
any  such  danger. 

For  a  brief  time  this  explanation  quieted  the  opposition  but  the 
so-called  onerous  provisions  of  the  Bell  bill .  were  to  remain  a 
political  issue  for  many  months  to  come,  and  were  fated  to  cause 
fundamental  reorientations  in  the  Philippine  political  scene. 

President  Truman's  comments 

On  April  30,  President  Truman  signed  the  Bell  Act,  making  it  law 
(Public  Law  371).  At  the  same  time  President  Truman  also  signed 
the  Ty dings  War  Damage  Act  (Public  Law  370).***  In  approving- 
these  two  vital  measures  President  Truman  issued  the  following 
formal  statement: 

I  have  today  signed  H  R.  5856  and  S.  1610,  the  two  bills  which  constitute  the 
heart  of  the  program  for  Philippine  rehabilitation  and  recovery. 

On  October  6,  1943,  Iresident  Roosevelt  called  upon  the  Congress  "to  make 
provision  to  determine  the  adjustments  necessary  in  the  existing  provisions  of 
law  which  govern  the  econoixiic  relations  between  the  United  States  and  the 
Philippines  so  as  to  assist  in  making  the  Philippines,  as  an  independent  nation, 
economically  secure." 

That  recommendation  was  made  in  the  heat  and  desperation  of  struggle.  It 
climaxed  promises  made  to  the  people  of  the  Philippines  that  not  only  would 
their  land  be  liberated  from  the  tyranny  of  the  enemy,  but  that  they  would  be 
given  their  full  independence  and  would  be  rehabilitated  from  the  ravages  of  war.. 

The  enactment  of  H.  R.  5856  and  S.  1610  into  law  marks  the  fulfillment  of  the 
last  of  these  promises. 

In  S.  1610,  we  are  making  provision  for  war  damage  payments  to  those  who 
suffered  war  losses  in  the  Philippines,  and  for  the  reconstruction  and  rehabilitation 
of  public  property.  We  are  also  undertaking  to  rehabilitate  and  develop  those 
teclmical  skills  and  services  which  will  be  essential  for  the  survival  and  growth 
of  the  Philippines  as  an  independent  nation. 

In  H.  R.  5856,  we  are  providing  for  the  establishment,  through  an  executive 
agreement,  of  an  unprecedented  plan  of  preferential  trade  relations  with  the 
Philippines  to  last  for  28  years.  We  have  never  entered  into  similar  agreement 
with  any  foreign  government.  Preferential  trade  relations  are  alien  to  the  policy 
of  this  administration.     In  substance,  however,  H.  R.  5856  is  a  rehabilitation. 

«  Seech.  VI. 
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act.  Its  sole  purpose  and  guiding  philosophy  is  to  furnish  a  formula  for  the 
rehabilitation  of  the  Philippine  national  economy  through  the  encouragement  of 
private  enterprise  and  private  initiative.  H.  R.  5856  provides  an  economic 
function  for  the  buildings  and  factories  which  wiU  be  restored  and  rebuilt  under 
the  terms  of  S.  1610. 

While  it  is  imfortunate  that  the  Congress  saw  fit  to  provide  in  S.  1610  that  no 
war  damage  payment  in  excess  of  $500  shall  be  made  until  the  executive  agreement 
shall  have  been  entered  into  between  the  President  of  the  United  States  and  the 
President  of  the  Philippines  under  the  terms  of  H.  R.  5856,  to  all  practical  purposes 
this  provision  is  surplusage,  as  the  benefits  which  will  flow  under  the  enactment  of 
the  two  bills  are  so  great  as  to  insure  execution  of  the  executive  agreement  by  the 
Republic  of  the  Philippines. 

This  is  unprecedented  legislation  for  the  United  States,  but  the  situation  itself 
is  unprecedented.  We  are  about  to  grant  political  independence  to  these  people. 
Today  we  are  giving  them  a  chance  to  preserve  and  develop  their  nation  on  a 
temporary  economic  basis  of  trade  preferences.  Political  independence  without 
economic  stability  would  be  totally  ineffective. 

I  am  happy  to  approve  these  two  measures,  which  give  notice  to  the  people  of 
the  Philippines  and  to  the  entire  world  that  we  are  redeemmg  our  promises  to  the 
heroic  Philippine  people. 

VII.  WAR  DAMAGE  AND  THE  WAR  DAMAGE  ACT 

General  background 

On  December  13,  1941,  6  days  after  Pearl  Harbor,  the  RFC  estab- 
lished as  a  subsidiary  the  War  Damage  Corporation  "to  provide 
reasonable  protection  against  losses  resulting  from  enemy  attacks 
which  may  be  sustained  by  owners  of  property  in  continental  United 
States." 

On  December  22,  9  days  later,  the  RFC  announced  that  the  same 
protection  was  being  extended  to  property  owners  in  the  Philippines. 
On  March  27,  1942,  the  President  signed  legislation  (Public  Law  506, 
77th  Cong.)  establishing  the  War  Damage  Corporation  with  a  capital- 
ization of  $1,000,000,000  to  issue  policies  for  insurance  against  risk 
of  damage  as  a  result  of  war  operations.  This  law  provided,  however, 
that  all  damage  incurred  subsequent  to  December  6,  1941,  and  prior 
to  July  1,  1942,  was  considered  to  have  been  automatically  insured. 
It  was  thus  provided  that  all  war  damage  sustained  by  property  owners 
in  the  Philippines  prior  to  July  1,  1942,  was  automatically  a  liability 
of  the  War  Damage  Corporation. 

The  War  Damage  Corporation  mission 

In  March  1945  the  War  Damage  Corporation  requested  permission 
from  the  Secretary  of  War  to  send  a  special  mission  to  the  Philippines 
to  estimate  the  total  war  damages  in  the  islands  and  to  determine  the 
liability  of  the  War  Damage  Corporation.  Members  of  that  mission 
were  Messrs.  K.  H.  C.  Dunbar,  Ralph  R.  Moe,  and  Fred  E.  Vinson. 
The  mission  departed  on  June  1,  1945.  These  experts  conducted  an 
intensive  investigation  lasting  over  several  months.  Their  report, 
which  was  the  most  thorough  that  was  possible  under  the  circum- 
stances, resulted  in  an  estimate  of  losses  to  private,  public,  and  church 
property  approximating  $800,000,000  spread  over  750,000  claims. 

The  investigators  found  that  it  would  be  difficult  to  isolate  ac- 
ciu-ately  the  losses  previous  to  July  1,  1942,  but  estimated  roughly 
that  this  loss  amounted  to  $305,000,000.  These  losses  did  not  in- 
clude maritime  vessels  \^^hich  were  theoretically  under  marine  insur- 
ance coverage. 
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Meanwhile,  a  teclmical  commission  appointed  by  President  Osmena 
had  made  an  independent  survey  of  war  damage  in  the  islands.  Its 
estimate  of  damage  incurred  was  $1,200,000,000. 

All  of  these  estimates  were  based  on  sample  and  guess.  Block-by- 
block  surveys  were  made  by  the  United  States  War  Damage  Corpora- 
tion mission  in  a  number  of  cities  from  Manila  to  Zamboanga.  The 
rest  of  the  damage  had  to  be  estimated  on  the  basis  of  sample  reports, 
aerial  photographs,  and  reports  of  provincial  governors  and  mayors 
and  other  Filipino  officials.  The  War  Damage  Corporation  mission 
recapitulated  its  findings  in  the  following  table: 

Recapitulation  of  all  losses  in  Philippine  Islands  and  estimated  number  of  claims 

[United  States  currency] 


Total  loss 


Estimated 

number  of 

claims 


Public  property 

Catholic  property 

other  church  properties 
Private  properties  ' 

Grand  total 


$195, 347,  595 

125, 000,  000 

14,  000,  000 

464,  420,  COa 


1,jOOD 

100 

15 

738, 000 


798,  767,  595 


739, 115 


1  This  includes  automobile  losses. 


Perhaps  the  most  accurate  part  of  the  survey  represented  the  esti- 
mate of  damage  to  the  six  chartered  cities  of  the  Philippine  Islands. 
The  report  cited  the  following  table  for  the  percentage  of  area  damaged 
in  these  cities: 


City 

Island 

Area 
damaged 

City 

Island 

Area 
damaged 

ManOa 

Luzon 

Cebu 

Panay 

Percent 
50 
70 

75 

Bacolod 

Zamboanga 

Davao 

Negros 

Mindanao 

-do 

Percent 
35 

CebuCity 

Uoilo 

90 

85 

Actually,  these  estimates  were  very  conservative.  Manila,  instead 
of  being  only  50  percent  destroyed,  was  closer  to  85  percent  destroyed; 
Cebu,  instead  of  70  percent  destroyed,  has  been  reliably  estimated 
to  be  90  percent  destroyed.  With  40  percent  of  the  entire  property 
value  of  the  entire  Philippines  centered  in  these  six  cities  and  the 
knowledge  that  the  Japanese  had  razed  entire  villages  and  had  leveled 
square  mile  after  square  mile  of  countryside,  these  figures  are  sufficient 
to  indicate  the  total  amount  of  devastation  which  had  occurred. 

How  the  devastation  occurred 

The  devastation  had  occm-red  in  three  phases: 

(1)  During  the  American  defense  of  the  Philippines  between 

December  7,  1941,  and  May  1942; 

(2)  In  the  course  of  guerrilla  operations  and  Japanese  reprisals 

for  guerrilla  operations  up  to  the  point  of  liberation; 

(3)  During  the  campaign  of  liberation  between  October  20, 

1944,  and  August  15,  1945. 
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By  far  the  greatest  amount  of  damage  had  occurred  in  the  final 
phase  when  American  planes  by  the  hundreds  and  finally  by  the 
thousands  had,  over  a  period  of  weeks  and  months,  pounded  Japanese 
strong  points  into  rubble,  and  when  American  heavy  artillery  and 
batteries  of  tanks  had  been  forced  to  reduce,  block  by  block,  areas 
persistently  held  by  isolated  groups  of  the  enemy.  The  Japanese,  of 
course,  had  wrought  horrible  destruction  on  almost  all  areas  along 
the  line  of  retreat. 

Liability  Jor  damage 

As  far  as  liability  was  concerned,  the  damage  could  be  divided  into 
three  general  groups: 

(1)  Damage  for  which  the  United  States  Army  was  liable, 

such  as  property  commandeered  by  the  Army  or  de- 
stroyed by  the  Army  in  retreat  (especially  during  the 
delaying  operation  in  December  and  January  1941-42) 
and  property  destroyed  to  keep  it  from  falling  into 
Japanese  hands,  on  direct  orders  of  the  Army  or  of 
Army  representatives; 

(2)  Property  destroyed  or  forcibly  taken  by  guerrillas  in  the 

course  of  their  military  operations  during  the  occupa- 
tion; and 
V  (3)  Property  destroyed  by  the  Japanese  or  by  unidentifiable 

forces  in  the  course  of  actual  combat. 

WAR  DAMAGE  LEGISLATION THE  TYDINGS  BILL 

Due  to  this  complexity  of  causes  and  the  extreme  difficulty  of  arriv- 
ing at  the  liability  of  the  War  Damage  Corporation  under  the  terms 
of  its  automatic  insurance  provisions,  it  was  decided  that  Congress 
should  make  special  provision  for  war  damage  in  the  Philippines. 

Senator  Tydings,  following  his  return  from  his  August  mission  to 
the  islands,  introduced  a  bill,  S.  1280,  providing  for  the  payment  of 
$100,000,000  in  war  damages  to  the  Philippines.  On  September  14, 
Senator  Tydings  introduced  another  bill,  S.  1399,  providing  for  the 
transfer  of  all  enemy-owned  property  in  the  Philippines  to  the  Philip- 
pine Government.  On  October  18,  Senator  Tydings  introduced  still 
a  third  bill,  S.  1488,  providing  for  preferential  postindependence  trade 
relations  and  $200,000,000  in  war  damages:  $100,000,000  m  cash  pay- 
ments to  private  individuals  and  organizations  and  $100,000,000  in 
surplus  property  to  the  Philippine  Government.  None  of  these  bills 
was  ever  acted  on. 

Under  the  terms  of  the  agreement  reached  in  the  conference  between 
the  President  and  congressional  and  administrative  leaders  on  Novem- 
ber 8,  1945,  on  the  whole  subject  of  Philippine  rehabilitation,*^  Senator 
Tydings  introduced  a  new  bill,  S.  1610,  providmg  $330,000,000  in 
war  damages  to  private  individuals  and  organizations,  $30,000,000  in 
surplus  property  for  the  Philippine  Government,  and  $120,000,000  for 
rehabilitation  of  public  buildings  and  roads — a  total  of  $480,000,000 
in  war-damage  authorizations.  S.  1610  also  provided  for  the  estab- 
lishment of  a  Philippine  War  Damage  Commission  to  administer  the 
payments  and  supervise  other  aids  to  the  Philippine  economy.  This 
bill  was  the  product  of  numerous   consultations  between  Senator 

"  See  p.  28,  ch.  VI,  this  report. 
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Tydings  and  other  Senators  interested  in  the  Philippines,  such  as 
Senator  Carl  Hayden  of  Arizona.  S.  1610  was  unanimously  approved 
in  the  Senate.  It  represented  a  wide  expansion  of  benefits  over  the 
original  S.  1280.  It  provided,  for  instance,  for  the  training  of  Filipinos 
in  a  number  of  technical  pursuits  such  as  engineering,  fisheries,  meteor- 
ology, and  coast  and  geodetic  survey  work.  The  war  damage  aid 
was  four  times  the  original  amount  proposed  by  Senator  Tydings. 
It  was  also  more  detailed  and  scientifically  projected. 

After  approval  by  the  Senate,  the  bill  went  to  the  House  where  the 
Insular  Affairs  Committee  held  prolonged  and  detailed  hearings. 
These  hearings  were  in  progress  simultaneously  with  the  hearings 
before  the  House  Ways  and  Means  Committee  on  the  Bell  trade  bill. 
I  appeared  before  the  Insular  Affairs  Committee  at  eight  consecutive 
hearings,  urging  numerous  modifications,  improvements,  and  expan- 
sions of  benefits.  The  House  committee  went  over  the  legislation 
painstakingly,  line  by  line.  War  damage  payments  to  private  indi- 
viduals, corporations,  and  organizations  were  increased  to  $400,- 
000,000;  surplus  property  to  $100,000,000.  The  bill,  as  amended, 
carried  benefits  totalmg  $625,000,000. 

The  Senate,  with  a  minimum  of  discussion,  accept  the  House 
figures  and  the  House  amendments.  On  April  30,  1946,  the  Philippine 
war  damage  bill  became  law.^^ 

Provisions  oj  the  War  Damage  Act 

The  major  provisions  of  the  War  Damage  Act  are  as  follows: 

(1)  A  Philippine  War  Damage  Commission,  with  three  members 
(two  Americans  and  one  Filipino)  appointed  by  the  President  of  the 
United  States,  subject  to  Senate  confirmation,  was  established. 

(2)  $400,000,000  was  authorized  to  be  appropriated  for  payment 
of  war  damage  claims  to  priviate  individuals,  coiporations,  churches, 
and  organizations. 

(3)  $120,000,000  was  authorized  to  be  appropriated  for  projects 
for  the  rehabilitation,  reconstruction,  repair,  or  replacement  of  Philip- 
pine Government  buildings,  roads,  bridges,  piers,  harbors,  and  other 
public  facilities  of  the  National  Government  and  its  subdivisions. 

(4)  $100,000,000  worth  of  surplus  property  (fair  value)  was  author- 
ized to  be  transferred  by  the  Foreign  Liquidation  Commission  to  the 
Philippine  Government  to  aid  in  the  rehabilitation  of  the  nation  and 
for  the  use  of  the  National  Government  and  its  provincial  and  municipal 
subdivisions. 

(5)  Payment  of  war  damage  claims  in  excess  of  $500  was  to  be 
deferred  until  all  claims  of  $500  or  less  had  been  adjudicated  and 
paid. 

(6)  The  appropriate  Federal  Government  agencies  were  author- 
ized to  assist  in  the  rehabilitation  of  the  Philippme  weather  service, 
fisheries,  public  health  service,  airways,  coast  and  geodetic  survey, 
and  similar  facilities. 

(7)  The  appropriate  Federal  agencies  were  authorized  to  train  for 
appropriate  terms  of  years  (such  training  to  begin  not  later  than  1950), 
a  total  of  500  Filipinos  in  harbor  and  road  engineering,  meteorology, 
airology,  public  health,  fisheries,  and  coast  and  geodetic  survey,  and 
allied  fields. 


«  For  President  Truman's  statement  on  this  legislation,  see  ch.  VI,  p.  140,  this  report. 
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IMPLICATIONS  AND  INADEQUACIES  OF  WAR  DAMAGE  ACT 

The  legal  instrument  was  thus  provided  for  the  grantmg  of  funds 
and  services  for  the  rehabilitation  and  reconstruction  of  the  war- 
damaged  land  and  its  physical  assets.  It  had  to  be  borne  in  mind, 
however,  that  the  War  Damage  Act  had  become  law  in  April  1946,  a 
full  year  after  the  liberation  of  the  Philippines.  In  that  year  nothing 
had  been  done.  Only  2  months  remained  before  independence  and 
yet  the  job  of  rehabilitation  had  not  even  begun. 

Moreover,  it  was  generally  recognized  that  it  would  take  at  least  6 
months  and  possibly  more  (it  actually  turned  out  to  be  considerably 
more)  before  the  Commission  could  be  organized,  claims  could  be 
received  and  be  adjudicated  and  payments  could  begin  to  be  made. 

It  was  further  acknowledged  that  whereas  the  extent  of  the  damage 
in  terms  of  dollar  value  had  been  calculated  by  Philippine  cost  stand- 
ards of  1940,  the  rehabilitation  and  reconstruction  would  be  neces- 
sarily undertaken  at  1946  and  1947  cost  levels,  or  approximately  four 
times  what  the  cost  would  have  been  in  prewar  days.  Hence,  no 
claimant  for  war-damage  payments  could  hope  to  receive  the  amount 
of  money  it  would  require  to  repair  or  reconstruct  or  rebuHi  his  war- 
damaged  property. 

The  law  itself  provided  that  unless  a  war-damage  payee  received 
specific  permission  from  the  War  Damage  Commission,  he  would  be 
required  to  use  the  payment  for  the  repair,  reconstruction,  or  replace- 
ment of  the  specific  enterprise  or  building  which  had  been  damaged  or 
destroyed.  The  purpose  of  this  provision  was  to  prevent  individuals 
from  receiving  war-damage  payments  and  then  taking  the  money  out 
of  the  Philippines. 

Another  vital  provision  requiring  all  approved  claims  of  $500  or  less 
be  met,  in  full  if  possible,  before  paying  claims  in  excess  of  $500  gave 
reason  for  the  belief  that  no  major  claimant  would,  in  the  end,  receive 
more  than  one-third  of  the  amount  of  his  approved  claim.  The 
amount  such  major  claimants  received,  in  turn,  would  be  inadequate, 
it  was  believed,  to  defray  more  than  one-tenth  of  the  current  cost  of 
repair,  replacement,  or  reconstruction. 

Private  capital  needed 

It  was  obvious  that  outside  capital  would  be  needed  in  great 
amounts.  It  was  also  obvious  that  credit  facilities  had  to  be  ample 
and  freely  available  for  every  type  of  borrower  if  the  essential  task 
of  rehabilitation  was  to  be  accomplished.  The  War  Damage  Act 
scarcely  more  than  pointed  the  direction.  It  would  be  up  to  private 
capital  and  private  and  Government  credit  to  do  the  rest.  It  was 
for  this  reason  that  additional  importance  was  attached  to  the  neces- 
sity for  the  approval  by  the  Philippine  Congress  of  the  formula  for 
trade  rehabilitation  set  forth  in  the  Bell  Trade  Act,  and  the  approval 
by  the  Filipino  people  of  the  proposed  amendment  to  their  constitu- 
tion inviting  American  capital  to  participate  in  the  rebuilding  of  the 
Philippines. 

The  tie-in  provision 

It  was  for  this  reason  that  Congress  approved  section  601  of  the 
Tydings  Act  which  provided  that  no  payments  to  private  individuals 
and  corporations  in  excess  of  $500  could  be  paid  until  the  Philippine 
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Government  had  effectuated  its  obligations  under  the  Bell  Act  and 
the  executive  trade  agreement,  namely  to  approve  the  equal-rights 
amendment  to  the  Philippine  Constitution.  This  provision  of  the 
Tydings  Act  became,  along  with  the  equal-rights  provision,  the 
object  of  bitter  political  opposition  in  the  Philippines.  This  oppo- 
sition died  down,  however,  when  it  became  apparent  that  section  601 
was  an  integral  portion  of  the  entu'e  United  States  rehabilitation 
formula  for  the  Philippines. 

VIII.  THE  POLITICAL  PICTURE,  1945 

GENERAL  BACKGROUND 

For  30  years  political  alinements  in  the  Philippines  have  been,  in 
large  measure,  on  a  personal  leadership  basis.  Although  numerous 
political  parties  had  come  and  gone,  one  party,  the  Nacionalistas, 
had  been  completely  dominant.  From  1905  to  1920  that  party  had 
been  led  by  Sergio  Osmefia.  After  a  long  and  intensive  battle,  the 
leadership  was  wrested  from  Osmefia  by  Manuel  L.  Quezon.  Both 
men,  however,  remained  in  the  Nacionalista  Party,  Osmena  contenting 
himself  with  the  No.  2  position. 

In  1933  an  open  split  between  Quezon  and  Osmena  on  the  issue  of 
the  Hare-Hawes-Cutting  Independence  Act  resulted  in  a  final  contest 
for  leadership  which  again  was  won  by  Quezon.  Manuel  Roxas,  a 
brilliant  young  leader,  whom  Quezon  himself  had  selected  for  advance- 
ment, sided  with  Osmena  in  that  epic  battle.  When  the  struggle  was 
over  and  Quezon  had  emerged  victorious,  there  was  another  reconcilia- 
tion signalized  by  the  designation  of  Osmena  as  the  candidate  for 
vice  president,  with  Quezon  heading  the  Nacionalista  Party  ticket  in 
the  first  election  under  the  Commonwealth.  A  similar  reconciliation 
was  effected  between  Quezon  and  Roxas,  who  again  became  a  favored 
lieutenant,  serving  in  many  high  capacities  in  both  the  legislative 
and  executive  branches. 

During  all  this  period  of  Philippine  history  the  one  issue  which  might 
have  divided  Philippine  political  leadership — the  issue  of  independ- 
ence— became  in  fact  a  unifying  force.  All  political  leadership 
espoused  the  cause  of  independence.  It  was  on  this  platform  that 
the  Nacionalista  Party  swept  the  political  boards  time  after  time. 

With  Quezon  and  Osmena  in  America  during  the  occupation, 
Roxas  remained  behind,  successfully  avoiding,  for  the  most  part, 
being  stigmatized  with  participation  in  the  Japanese  puppet  govern- 
ment.^^ 

During  the  occupation,  Roxas'  political  prestige  in  the  Philippines 
rose  higher  and  higher.  With  the  liberation,  there  began  almost 
immediately  a  move  to  "draft"  him  as  a  Presidential  candidate 
against  Osmefia.  Almost  all  of  the  late  President  Quezon's  chief 
followers  banded  themselves  together  to  support  the  Roxas-for- 
President  movement. 

Even  while  the  din  of  battle  was  resounding  throughout  the  Philip- 
pines, the  lines  of  political  battle  began  to  be  drawn.  Roxas,  who 
had  been  elected  to  the  Senate  in  1941,  was  elected  president  of  the 
Senate  on  the  first  reconvening  of  the  legislature  in  1945.  As  President 
of  the  Senate  Roxas  controlled  the  Joint  Commission  on  Appomtments 

*3  See  OoUaboration  (A),  p.  6,  this  report. 


FINAL   REPORT   OF   PHILIPPINE    COMMISSIONER  47 

which  had  the  power  to  approve  or  reject  Presidential  appointees.  A 
number  of  Osmena's  interim  appointees,  including  Mr.  Tomas  Con- 
fesor  as  Secretary  of  the  Interior  and  Mr.  Tomas  Cabili  as  Secretary 
of  National  Defense,  were  suddenly  threatened  with  rejection  by  the 
Commission  and  had  to  be  withdrawn.  The  political  division  was 
deep  and  bitter  although  it  was  still  within  the  framework  of  the 
Nacionalista  Party.  There  were,  at  the  time,  no  fundamental  issues 
dividing  the  two  camps;  attempts  were  soon  made  to  conjure  up 
such  issues. 

ISSUES 

The  Osmena  group  leveled  the  charge  of  "collaborationist"  against 
the  Roxas  group.  Charges  of  graft  and  malfeasance  were  made  by 
Roxas'  adherents  against  the  incumbent  administration.  But  the 
most  telling  and  effective  political  issue  was  the  alleged  failure  of  the 
Osmena  administration  to  take  positive  steps  for  the  economic 
rehabilitation  and  reconstruction  of  the  country.  Numerous  factors, 
including  the  political  situation,  had,  it  is  true,  tended  to  paralyze 
the  administration  into  virtual  inaction. 

THE  MINORITY  GROUPS 

The  Democratic  Alliance,  an  important  prewar  political  minority 
group  and  itself  the  result  of  several  coalitions,  now  became  the  center 
of  a  small  cluster  of  "dissidents"  who  expressed  loud  dissatisfaction 
with  both  the  two  major  political  "parties."  These  "dissidents"  in- 
included  the  PKM  (Peasants  Union)  and  the  much  publicized  Huk- 
balahaps  (People's  Army  Against  the  Japanese)  ^*  a  wartime  guerrilla 
group  which  had  inherited  the  prewar  Socialist  Party  movement  in 
central  Luzon  and  advocated  collectivization  of  farm  lands  and  aboli- 
tion of  tenant  farming.  This  latter  group  had  seized  virtual  control 
of  the  government  machinery  in  large  areas  of  the  central  Luzon 
provinces,  had  appointed  mayors  and  police  forces,  exacted  taxes  and 
solemnized  marriages.  It  inaugurated  a  reign  of  terror  against  land- 
lords and  against  adherents  of  other  guerrilla  groups  which  had  oper- 
ated in  the  vicinity,  notably  the  guerrilla  group  headed  by  American 
and  Filipino  members  of  the  USAFFE  (United  States  Army  Forces 
of  the  Far  East). 

These  dissident  groups  denounced  both  the  Osmena  administration 
and  the  Roxas  faction,  attacking  the  first  for  graft,  ineflGLciency,  and 
conservatism,  and  the  second  for  harboring  collaborationists.  The 
Osmena  leadership,  intent  on  wooing  this  left-wing  faction,  took  only 
half-hearted  measures  to  restore  law  and  order  in  these  areas.  Pitched 
battles  between  the  military  police  and  USAFFE  guerrillas  on  the  one 
hand  and  the  Hukbalahaps  and  their  allies  on  the  other  took  place 
with  regularity.  The  nonparticipating  civilian  population  in  the  area 
were  the  chief  victims  of  this  much-publicized  warfare.  But  economic 
chaos  in  these  areas  was  an  inevitable  result.  Central  Luzon  was 
popularly  conceived  to  be  in  a  state  of  anarchy,  the  possible  seat  of 
an  imminent  revolution. 

This  was  the  political  picture  when  President  Truman  on  September 
6,  1945,  reestablished  the  Office  of  the  United  States  High  Commis- 
sioner to  the  Philippines. 

"  See  pp.  77  and  98,  this  report. 
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IX.  OFFICE  OF  THE  HIGH  COMMISSIONER 

REESTABLISHMENT    OF    THE    HIGH    COMMISSIONER'S    OFFICE    IN    MANILA 

On  November  23,  1945,  I  arrived  in  Manila  with  the  major  portion 
of  my  staff.  I  had  already  completed  in  Washington,  in  the  6  weeks 
since  my  appointment,  all  the  preliminary  work  that  could  be  done 
at  the  time  for  the  solution  of  the  numberless  problems  we  faced. 

Mr.  E.  D.  Hester,  economic  adviser  to  the  High  Commissioner,  was 
already  in  Manila  and  had  gathered  together  those  who  were  left  of 
the  prewar  Filipino  staff  members  of  the  High  Commissioner's  office. 

Quarters  and  offices 

The  High  Commissioner's  office  and  residence,  on  Dewey  Boulevard, 
completed  shortly  before  the  outbreak  of  the  war  at  a  cost  of  $400,000, 
was  a  bombed  and  shell-pocked  hulk.  It  had  been  taken  over  by  the 
Army  and  was  being  used  to  house  the  trials  of  Japanese  war  criminals. 
Generals  Yamashita  and  Homma,  and  others  were  in  the  process  of 
being  tried  there  by  a  military  tribunal  established  by  General 
MacArthur.  It  was  necessary  for  the  High  Commissioner  to  find  a 
new  office  and  a  residence  for  himself  and  members  of  his  staff. 

A  prewar  apartment  building  which  had  been  badly  damaged  by 
shell  fire  was  selected  as  the  office,  and  the  Army  was  requested  to 
repair  it.  This  had  been  largely  accomplished  by  the  time  we  arrived 
in  Manila. 

A  white  stucco  and  relatively  undamaged  Dewey  Boulevard  home 
which  had  been  used  during  the  liberation  by  Admiral  Kincaid  as  his 
headquarters  was  designated  as  the  Residence  of  the  High  Commis- 
sioner. 

High  Commissioner's  staff 

Because  we  realized  how  desperately  difficult  living  conditions  were 
in  the  Philippines,  making  it  almost  impossible  for  civilians  to  find 
routine  accommodations  in  Manila,  I  had  requested  the  Army  and 
Navy  to  assign  to  my  staff  a  number  of  selected  officers  and  enlisted 
men,  whom  I  knew  to  be  familiar  with  Philippine  problems,  to  under- 
take the  vital  and  difficult  but  short-term  tasks  we  faced.  It  would 
have  been  difficult,  if  not  impossible,  to  organize  a  staff  otherwise. 
All  secretarial  help,  with  the  exception  of  Filipinos,  and  with  the 
exception  of  four  Americans  who  had  been  before  the  war  on  the  staff 
of  the  High  Commissioner,  were  military  or  naval  personnel.  They 
were  billeted  with  the  appropriate  branches  of  the  armed  services. 
I  had  available  the  services  of  two  civilian  officials,  Messrs.  E.  D. 
Hester  and  Richard  R.  Ely,  who  had  continued  throughout  the  war 
to  carry  on  the  work  of  the  Office  of  the  High  Commissioner  and  two 
other  highly  qualified  civilians  who  agreed  to  take  on  the  challenging 
10-month  assignment. 

The  members  of  the  High  Commissioner's  staff  on  the  reestablish- 
ment  of  our  office  in  Manila  on  November  11  were  as  follows: 

Chief  of  Staff:  Maj.  Gen.  Wilham  C.  Rose. 

Financial  adviser:  Mr.  Frank  N.  Belgrano,  Jr. 

Executive  assistant:  Mr.  Richard  W.  Bunch. 

Economic  adviser:  Mr.  E.  D.  Hester. 

Legal  adviser:  Capt.  Myron  G.  Elii'lich,  USNR. 

PubHc  relations  adviser:  Lt.  Comdr.  Julius  C.  C.  Edelstein,  USNR. 
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Naval  aide:  Eear  Adm.  Gilchrist  C.  Stockton,  USNR. 
Military  aide:  Col.  Millard  A.  I.ibby. 
Assistant  legal  adviser:  Col.  Robinson  Hitchcock. 
Assistant  financial  adviser:  Col.  George  H.  Baker. 
Administrative  officer:  Capt.  Robert  Wilson. 
Washington  liaison  representative:  Mr.  Richard  Ely. 
With  this  staff  we  proceeded  to  attack  the  problems  confronting  us. 

FIAT    MONEY    BILL 

One  of  the  first  matters  we  took  up  was  the  rehabilitation  of  banks 
and  the  settlement  of  the  uncertainty  as  between  debtors  and  creditors. 
The  disturbing  condition  with  regard  to  credits,  debts,  and  bank  assets 
has  already  been  described.*^ 

An  unofficial  American  advisory  mission  headed  by  Mr.  B.  L. 
Ballantine  had  come  to  the  Philippines  in  the  middle  of  1945,  hired 
by  the  Commonwealth  Government,  to  study  this  problem.  Working 
directly  with  the  Commonwealth  officials,  Mr,  Ballantine  had  evolved 
a  formula  for  scaling  down  debts  incurred  and  payments  made  in 
Japanese  fiat  money  during  the  occupation  to  banks,  insurance  com- 
panies, and  individuals.  The  scaling-down  was  to  apply  to  payments 
made  on  prewar  debts,  or  on  wartime  debts  which  had  to  be  repaid 
in  the  postwar  period.  That  formula,  the  so-called  Ballantine  formula, 
was  graduated  over  the  period  of  the  occupation  so  that  it  corre- 
sponded to  the  "black  market"  exchange  value  of  the  fiat  money  in 
terms  of  the  prewar  Filipino  currency  at  various  intervals  during  the 
occupation.  This  formula  was  perhaps  a  little  overgenerous  to  those 
who  had  made  payments  during  the  occupation;  many  Filipinos  had 
discharged  debts  with  their  Japanese  money.  This  was  especially 
true  among  the  businessmen  who  had  traded  with  the  Japanese. 

Banks  had  accumulated  in  their  vaults  great  amounts  of  the 
Japanese  pesos.  These  pesos  were  now  valueless  as  assets.  Insurance 
companies  had  received  premium  payments,  often  for  years  in  ad- 
vance, in  this  "Mickey  Mouse"  currency.  However,  in  order  to 
establish  a  definition  of  the  value  of  payments  made  and  debts 
incurred,  it  was  necessary  for  the  legislature  to  enact  some  standard 
into  law. 

High  Commissioner^ s  'proposal  disregarded 

A  proposed  bill  incorporating  this  standard  was  prepared  in  the 
Office  of  the  High  Commissioner  and  submitted  to  the  Commonwealth 
Government.  President  Osmefia,  in  turn,  submitted  it  to  the  Philip- 
pine Congress.  After  a  vigorous  legislative  battle  the  bill  was 
violently  modified  in  the  Senate  and  enacted  with  terms  that,  instead 
of  scaling  down  the  value  of  these  transactions  in  Japanese  pesos, 
effectively  validated  them. 

President  Osmefia,  for  reasons  which  he  did  not  make  public, 
signed  the  bill.  I  immediately  served  notice  that  I  considered  that 
the  bill  fell  under  the  provisions  of  the  Tydings-McDuffie  Act  (section 
2  (a)  (9)),  which  required  laws  regulating  currency  to  be  approved 
by  the  President  of  the  United  States  before  they  could  become 
effective.     I  issued  a  public  statement  and  addressed  a  letter  to 

«  See  "Mickey  Mouse"  money,  this  report,  p.  21.  " 
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Fresident  Osmena  notifying  him  of  my  interpretation.     The  state- 
ment and  the  letter  follow: 

January  19,   1946. 

Manila,  P.  I. — High  Commissioner  Paul  V.  McNutt  today  advised  Common- 
wealth President  Sergio  Osmena  that  the  High  Commissioner  is  recommending 
that  the  fiat-money  bill  (House  bill  647,  the  creditor-debtor  adjustment  bill)  be 
denied  approval  by  the  President  of  the  United  States,  which  would  kill  it. 

Mr.  McNutt  in  a  brief  letter  to  President  Osmena  notifying  him  that  the  High 
Commissioner's  Office  is  transmitting  the  controversial  measure  to  the  United 
States  President  for  his  consideration,  said,  "*  *  *  for  your  information,  I 
am  recommending  that  the  President  do  not  approve  the  bill." 

The  High  Cominissioner  did  not  state,  in  his  letter  to  Mr.  Osmena,  the  reasons 
he  was  giving  for  recommending  that  President  Truman  not  approve  the  measure, 
but  the  official  spokesman  for  the  High  Commissioner  said  President  Truman 
was  being  given  a  detailed  justification  of  the  High  Commissioner's  position  in  a 
message  prepared  for  transmission  to  the  White  House  in  Washington. 

Mr.  McNutt  had  already  gone  on  record  in  a  letter  to  President  Osmena 
stating  as  an  official  opinion  of  the  United  States  Government  that  the  bill,  as 
signed  by  President  Osmena  on  Friday,  could  not  become  law  without  the  approval 
of  the  President  of  the  United  States,  and  therefore  could  not  have  any  force  or 
effect  unless  President  Truman  affixed  his  signature  in  Washington. 

No  details  of  Mr.  McNutt's  recommendations  were  made  public  by  the  High 
Commissioner's  Office,  but  it  was  understood  that  the  bill,  as  passed  by  the  Philip- 
pine Congress,  ran  directly  counter  to  the  original  recommendations  of  the 
High  Commissioner  and  the  directive  issued  by  President  Truman  on  the  subject 
last  October.  A  spokesman  pointed  out  that  .the  original  measure  suggested  to 
Malacanan  by  the  High  Commissioner's  Office  was  designed  to  revalue  payments 
made  in  Japanese-backed  currency  m  order  to  help  stabilize  the  Philippine  finan- 
cial structure.  The  bill  as  passed  by  the  Philippine  Congress  would  validate 
these  payments. 

The  High  Commissioner's  Office  made  public  the  text  of  a  letter  received  this 
morning  (Saturday)  from  President  Osmena,  stating  that  "if  you  (High  Com- 
missioner McNutt)  feel  that  this  measure  should  be  submitted  to  the  President  of 
the  United  States  for  final  action,  I  would  have  no  objection  to  your  doing  so." 

The  High  Commissioner's  spokesman  said  it  was  not  clear  from  President 
Osmeiia's  letter  whether  President  Osmena  was  requesting  that  the  bill  be  sub- 
mitted for  President  Truman's  approval  or  was  merely  expressing  no  objection 
to  such  a  procedure.  However,  it  was  pointed  out,  High  Commissioner  McNutt 
had  already  voiced  an  official  opinion  that  the  bill  could  not  become  law  without 
such  approval  in  Washington. 

The  High  Commissioner's  Office  made  public  the  texts  of  both  President 
Osmefia's  letter  and  Mr.  McNutt's  own  letter  in  reply.  The  High  Commissioner's 
Office  said  Mr.  Osmeiia's  letter  was  being  made  public  simultaneous  with  its 
transmittal  "because  of  the  deep  public  interest  in  the  matter." 


Manila,  Philippine  Islands,  January  19,  1946. 
The  Honorable  Sergio  Osmena, 
President  of  the  Philippines, 

Malacanan  Palace,  Manila. 
My  Dear  President  Osmena:  I  wish  to  acknowledge  your  letter  of  January 
19  regarding  House  bill  647,  First  Philippine  Congress,  fifth  special  session,  entitled 
"An  act  governing  the  payment  of  monetary  obligations  incurred  or  contracted 
prior  to  and  during  the  Japanese  invasion  of  the  Philippines,  and  for  other  pur- 
poses," and  informing  ma  that  "*  *  *  jf  yQ^  fggj  that  this  measure  should 
be  submitted  to  the  President  of  the  United  States  for  final  action,  I  would  have 
no  objection  to  your  doing  so." 

In  reply  I  wish  to  state  that  House  bill  647  cannot  become  law  until  approved 
by  the  President  of  the  United  States  under  the  provisions  of  section  2  (a)  (9)  of 
the  Philippine  Act  of  March  24,  1934,  and  section  1  (9)  of  the  ordinance  appended 
to  the  Constitution  of  the  Philippines. 

Accordingly,    I   am  forwarding  House  bill   647  to  the   President.     For  your 
information  I  am  recommending  that  the  President  do  not  approve  the  bill. 
Sincerely  yours, 

Paul  V.   McNutt, 
United  States  High  Commissioner. 
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President  Truman  disapproves 

On  March  27  President  Truman  announced  that  he  could  not 
approve  the  proposed  law,  and  made  public  letters  to  the  High 
Commissioner  and.  to  Commonwealth  President  Osmefia  as  follows: 

The  White  House, 
Washington,  D.  C,  March  27,  1946. 
Hon.  Paul  V.   McNutt, 

United  States  High  Commissioner  to  the  Philippine  Islands. 
My  Dear  Mr.  Commissioner:   On  March  25,  General  Romulo  transmitted  to 
me  a  memorandum  from  President  Osmena,  dated  March  11,  in  which  he  asked 
reconsideration  of  my  disapproval  of  the  Philippine  currency  bill  (Commonwealth 
Act  No.  727). 

I  have  considered  this  meinorandum,  but  am  constrained,  in  the  interests  of 
both  the  Philippines  and  the  Americans  involved,  to  adhere  to  my  original  posi- 
tion. 

You  are  therefore  directed  to  cause  delivery  of  my  letter  of  February  7  to 
President  Osmena,  which  was  withheld  at  the  latter's  instance,  with  a  statement 
that  after  full  consideration  of  his  memorandum  I  am  impelled  to  reiterate  my 
disapproval  of  Commonwealth  Act  No.  727. 

I  have  previously  recognizied  the  need  for  legislation  which  would  serve  as  an 
equitable  standard  for  judgments  between  debtors  and  creditors.  Such  a  stand- 
ard was  worked  out  by  you  in  consultation  with  United  States  Treasury  officials, 
with  Philippine  and  American  business  leaders,  and  Commonwealth  officials, but 
failed  of  enactment.  I  still  feel  that  it  is  important  to  bring  about  such  enact- 
ment, and  a  renewed  effort  should  be  made  to  establish  such  a  standard. 
Very, truly  yours, 

Harry  S.  Truman. 

The  White  House, 
Washington-  D.  C,  February  7,  1946. 
The  President,   Commonwealth  of  the  Philippines, 
Malacana  Palace,  Manila,  P.  I. 
Dear  Mr.  President:  Philippine  Commonwealth  House  bill  No.  647  (Senate 
bill  No.  51)  titled  "An  act  governing  the  payment  of  monetary  obligations  in- 
curred or  contracted  prior  to  and  during  the  Japanese  invasion  of  the  Philippines, 
and  for  other  purposes,"  adopted  by  the  fifth  special  session  of  the  First  Con- 
gress of  the  Commonwealth  of  the  Philippines  on  December  20,  1945,  and  ap- 
proved by  you  on  January  18,  1946,  has  been  presented  to  me  for  my  considera^ 
tion.     This  bill  clearly  affects  currency  and  is  therefore  an  act  which  falls  within 
the  provisions  of  the  Tydings-McDuffie  Act  and  the  ordinance  appended  to  the 
Philippine  Constitution. 

It  is  my  considered  opinion  that  if  this  act  should  become  law  it  would  tend  to 
retard,  rather  than  to  advance,  the  economic  rehabilitation  of  the  Philippine 
Islands,  and  would  offer  neither  relief  nor  protection  to  loyal  citizens  of  the 
Philippines,  the  United  States,  or  other  Allied  countries  who  were  deprived  of 
valuable  rights  and  assets  by  the  Ja,panese  authorities  during  invasion  of  the 
Philippines. 

Therefore,  Commonwealth  Act  No.  727  (House  bill  No.  647;  Senate  bill  No.  51) 
is  hereby  disapproved. 
Sincerely, 

Harry  S.  Truman. 

Although  this  action  was  challenged  in  a  few  quarters,  the  authority 
of  the  President  of  the  United  States  was  generally  accepted  without 
question.  The  situation  reverted  to  its  original  status.  It  was  left 
to  the  courts  to  determine  the  value  of  such  payments  and  debts  in 
individual  proceedings. 

AUTHORITY   OF   THE    HIGH    COMMISSIONER   ON    FOREIGN   RELATIONS 

In  the  first  6  months  after  liberation,  various  foreign  countries 
reestablished  consular  missions  in  the  Philippines.  These  were 
China,  France,  Great  Britain,  Australia,  Switzerland,  Spain,  and  the 
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Netherlands.     The  names  of  the  consular  officers  first  accredited  in 
the  Philippines  are  as  follows: 

China:  Mr.  Chang  Ka  Fu,  consul  in  charge. 

Great  Britain:  Mr.  Francis  McDermott,  acting  consul  general. 

Switzerland:  Mr.  Albert  Sidler,  consul. 

Spain:  Mr.  Federico  Gabaldon,  consul  general. 

Netherlands:  Mr.  Hendrik  Bos,  consul  general. 
Others  were  named  in  succeeding  months. 

In  the  spring  of  1946,  there  was  noted  a  tendency  on  the  part  of 
foreign  consular  representatives  in  Manila  to  correspond  directly  with 
the  Commissioner  of  Foreign  Affairs  of  the  Philippine  Commonwealth 
without  advising  the  High  Commissioner,  who,  by  law,  was  entrusted 
with  jurisdiction  over  the  foreign  affairs  of  the  Commonw^ealth.  A 
letter  was  addressed  to  the  President  of  the  Philippines  calling  his 
attention  to  this  circumstance  and  a  legal  brief  prepared  by  the  legal 
adviser  to  the  High  Commissiorer  was  made  public.  The  official 
press  announcement  of  this  action  was  issued  as  follows: 

December  19,  1945. 

Manila,  P.  I.— Capt.  Myron  G.  Ehrlich,  legal  adviser  to  the  United  States 
High  Commissioner,  Paul  V.  McNutt,  said  today  that  under  the  T-D  Act,  the 
conduct  of  the  foreign  relations  of  the  Philippines  is  entrusted  solely  to  the  United 
States  Government. 

Captain  Ehrlich,  in  a  memorandum  prepared  for  High  Commissioner  McNutt, 
reported  that  some  misunderstanding  has  developed  in  the  public  mind  in  the 
Philippines  regarding  the  functions  of  the  United  States  as  far  as  Philippine 
foreign  relations  are  concerned. 

He  pointed  out  that  the  creation  of  the  office  of  the  Commissioner  of  Foreign 
^  Affairs  by  President  Osmena  did  not  "in  any  sense  transfer  jursdiction  over 
foreign  relations  from  the  United  States  Government  to  the  Commonwealth 
government,  but  is  merely  intended  to  form  a  preparatory  organization  to  set 
up  the  machinery  for  the  conduct  of  foreign  relations  after  the  Philippines  become 
independent. 

"The  Philippine  Commission  of  Foreign  Affairs  is  not  authorized  under  law  to 
conduct  any  transactions  with  foreign  governments.  It  has  only  such  authority 
as  the  Philippine  Commonwealth  wishes  to  grant  it  for  the  study  of  foreign  affairs 
problems  and  for  the  training  of  personnel  to  assume  the  functions  when  they 
are  relinquished  by  the  United  States  Government." 

Captain  Ehrlich  stated  that  the  fact  of  Philippine  representation  in  the  United 
Nations  Organization  was  at  the  invitation  of  the  United  States  as  the  sovereign 
power  and  constituted  "ideological  recognization  of  the  forthcoming  status  of 
the  Philippines  as  an  independent  nation  and  of  the  role  of  the  Philippine  people 
as  allies  in  the  war  against  the  Axis." 

By  law  and  by  international  convention  the  conduct  of  foreign  relations  is 
reserved  to  the  President  of  the  United  States  and  to  his  duly  accredited  repre- 
sentatives. Captain  Ehrlich  said. 

Captain  Ehrlich  pointed  out  that  the  conduct  of  their  own  foreign  affairs  by 
British  Commonwealth  nations  such  as  Canada,  Australia,  and  New  Zealand 
could  not  be  considered  an  international  precedent,  since  these  were  sovereign 
states  linked  together  by  common  allegiance  to  the  British  Crown.  He  pointed 
out  that  it  was  the  British  King  in  his  role  as  sovereign  who  signed  the  credentials 
of  British  Dominion  diplomats  and  that  sovereignty  in  the  case  of  each  of  these 
countries  was  vested  in  those  countries  in  the  person  of  the  King  who  exercised 
his  powers  through  his  ministers  in  the  countries  concerned. 

The  only  accredited  representative  of  the  President  of  the  United  States  in  the 
Philippines  is  the  United  States  High  Commissioner  through  whom  all  official 
contacts  between  foreign  representatives  in  the  Philippines  and  the  sovereign 
power  in  the  Philippines  must  be  made.  At  higher  levels  these  contacts  must 
be  made  between  the  foreign  government  and  the  Department  of  State  in  Wash- 
ington, Captain  Ehrlich  stated  in  his  memorandum. 

As  a  result  of  this  action,  the  situation  was  immediately  corrected 
and  no  further  incidents  occurred. 
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MORATORIUM 

On  November  18,  1945,  shortly  after  the  hberation,  President 
Osmena  issued  Executive  Order  No.  25,  which  placed  a  moratorium 
on  debts.  This  was  essential  at  the  time  because  of  the  unsettled  and 
uncertain  nature  of  obligations  entered  into  during  the  war.  The 
moratoiium,  however,  covered  not  only  obligations  entered  into  during 
the  war  but  also  those  incurred  prior  to  the  war. 

On  January  4,  1946,  therefore,  I  addressed  a  letter  to  the  President 
urging  him  to  suspend  the  moratorium  as  far  as  prewar  obligations 
were  concerned.  I  pointed  out  that  the  settlement  of  numerous 
estates  and  the  rehabilitation  of  banks  was  being  impeded  because  of 
the  persistence  of  this  moratorium.  Although  President  Osmena 
indicated  a  preliminary  willingness  to  consider  the  recommended 
action,  no  suspension  order  was  ever  issued.  I  subsequently  made 
the  same  recommendation  to  Commonwealth  President  Roxas  after 
he  took  office.     He,  likewise,  took  no  action. 

TRIP    TO    CHINA    AND    JAPAN 

In  the  middle  of  December,  I  made  a  trip  to  China  and  Japan  in 
an  attempt  to  discharge  some  vital  Philippine  business.  In  Japan  I 
conferred  at  length  with  General  MagArthur  largely  on  problems 
affecting  the  American  Army  in  the  Philippines  and  Filipino  veterans. 
i  sought  to  enlist  General  MacArthur's  assistance  in  the  solution  of 
the  vexing  problem  of  guerrilla  currency. ^^  I  was  also  interested  in 
obtaining  arms  for  the  equipment  of  Philippine  Army  forces  after 
independence.  My  conference  with  General  MacArthur  was  most 
successful.  I  was  able  to  reach  a  number  of  basic  understandings  on 
moot  points. 

From  Tokyo  we  flew  to  Shanghai.  One  of  the  troublesome  prob- 
lems in  the  Philippines  was  the  economic  role  being  played  by  Chinese 
nationals.  There  was  a  growing  agitation  in  the  Philippines  against 
Chinese  merchants  who  had  obtained  in  past  years  a  dominant 
position  in  the  wholesale  and  retail  trade  in  the  islands,  and  who  had 
regained  and  strengthened  that  control  following  the  liberation.  In 
Shanghai  I  spoke  to  representative  groups  of  Chinese  business  leaders 
and  advised  them  that  if  they  intended  to  maintain  their  economic 
associations  with  the  Philippines,  they  would  have  to  recognize  their 
responsibilities  to  the  Filipino  people  and  contribute  ia  larger  measure 
to  the  rehabilitation  and  welfare  of  the  Philippines. 

I  had  an  opportunity  to  discuss  the  same  subject  with  Generalissimo 
Chiang  Kai-shek,  who  invited  me  to  Nanking,  where  in  a  small  and 
unheated  residence,  we  discussed  for  almost  2  hours  Chinese-Philippine 
relations.  The  Generalissimo  showed  a  deep  interest  in  and  knowledge 
of  Philippine  affairs.  It  was  informally  agreed  that  he  would  make 
what  representations  he  could  to  Chinese  businessmen  to  carry  out 
the  program  I  had  urged.  I  returned  to  the  Philippines  with  an 
enhanced  and  deepened  impression  of  the  tremendous  significance  of 
the  Philippine  experiment  in  terms  of  the  impact  it  was  having  upon 
the  peoples  of  the  Orient.  I  also  came  back  with  a  troubled  mind 
regarding  the  Philippine-Chinese  problem.  There  was  no  question 
but  that  there  was  a  problem. 

^6  See  p.  25,  this  report. 
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The  Chinese  problem 

The  census  of  1940  showed  80,000  Chinese  in  the  PhiHppines.  It 
was  a  matter  of  common  knowledge  that  this  figure  was  highly 
conservative. '  At  any  rate,  by  1945  the  general  estimate  of  the 
number  of  Chinese  in  the  islands  was  150,000  to  200,000.  Consider- 
able numbers  entered  during  the  occupation. 

The  Chinese,  by  incredible  combinations  and  cooperative  arrange- 
ments, and  also  by  industry,  frugality,  and  thrift,  had  obtained  a 
thoroughgoing  control  of  the  nation's  retail  and  wholesale  trade.  It 
has  been  estimated  that  85  percent  of  the  retail  trade  in  the  islands 
and  90  percent  in  Manila  is  controlled  by  Chinese.  They  were  the 
principal  dealers  and  wholesalers  in  copra  and  in  many  other  essential 
lines.  Especially  after  liberation  when  the  chief  and  most  profitable 
business  was  in  trade  and  in  the  export  and  import  business,'  a  wave 
of  resentment  against  Chinese  domination  of  this  profitable  business 
swept  over  the  Philippines. 

Repeated  attempts  had  been  made  through  the  years  to  oust  the 
Chinese  from  their  position.  The  nationalization  of  trade — a  long- 
standing shibboleth  in  the  Philippines — was  aimed  principally  against 
the  Chinese.  An  attempt  was  made,  for  instance,  to  oust  Chinese 
from  the  public  markets.  This  attempt  had  been  blocked  in  the  past 
only  by  the  tacit  intervention  of  the  United  States  Government.  I 
ascertained  in  China  that  the  Chinese  were  just  as  interested  in  these 
moves  as  the  Filipinos  and  were  deeply  disturbed  concerning  them.  I 
sensed  that  the  Chinese  Government  was  prepared  to  insist  on  the  pro- 
tection of  the  rights  of  its  nationals  in  the  Philippines.  This  was  a 
problem  which  would  call  for  patience  and  forbearance  on  both  sides,. 
for  statesmanship  in  the  place  of  demagoguery  in  the  Philippines,  and 
for  understanding  and  tolerance  on  the  part  of  the  leaders  of  China. 

X.  UNITED   STATES   GOVERNMENT  AGENCIES  IN   THE   PHILIPPINES 

COUNCIL    OF    FEDERAL   AGENCIES 

Shortly  after  I  arrived  in  Manila  a  meeting  was  summoned  of  the 
heads  of  all  Federal  agencies  represented  in  the  Philippines,  including; 
the  Army,  Navy,  War  Shipping  Administration,  United  States 
Treasury  Department,  Agriculture  Department,  Consul  General's 
office  (State  Department),  Foreign  Liquidation  Commission,  U.  S. 
Commercial  Company,  Veterans'  Administration,  United  States 
Information  Service,  and  others.  It  was  decided  to  organize  a  Council 
of  Federal  Agencies  under  the  chairmanship  of  the  High  Commissioner 
in  order  better  to  coordinate  the  functions  of  these  Federal  agencies 
and  facilitate  their  contacts  with  the  Commonwealth  Government. 

Under  the  terms  of  the  Executive  order  of  September  21,  1945,  these 
agencies  in  their  operations  in  the  Philippines  and  in  their  relationships 
with  the  Commonwealth  Government  were  under  the  jurisdiction  of 
the  High  Commissioner.  The  organization  of  the  Council  was  m- 
tended  to  provide  not  only  a  vehicle  for  the  coordination  called  for  by 
the  Executive  order  but  also  to  provide  a  forum  where  the  heads  of  all 
agencies  could  meet  and  discuss  their  individual  problems  and  es- 
tablish among  themselves  a  coordinated  policy. 
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Members  of  the  United  States  Council  of  Federal  Agencies  were: 

The  United  States  Army:  Lt.  Gen.  W.  D.  Styer. 

The  United  States  Navy:  Vice  Adm.  J.  L.  Kauffman. 

United  States  Information  Service:  Mr.  Howard  Kramer. 

Foreign  Liquidation  Commission:  Mr.  James  Howard. 

United  States  Public  Health  Service:  Brig.  Gen.  Howard  Smith. 

U.  S.  Commercial  Company:  Mr.  Warren  G.  Libbey. 

United  States  Consulate  General:  Mr.  Paul  Steintorf. 

War  Shipping  Administration:  Mr.  Rieman  A.  MacDonel. 

United  States  Treasury:  Mr.  Isadore  Alk. 

United  States  Agriculture  Department:  Mr.  Clarence  Boonstra. 

United  States  Veterans'  Administration:  Col.  Mariano  Erana. 

Alien  Property  Custodian:  Mr.  Roger  Brooks. 
As  a  result  of  the  operations  of  this  Council,  joint  policies  were 
arrived  at.  Major  progress  was  also  made  toward  the  solution  of 
numerous  administrative  difficulties  through  the  sharing  of  available 
facilities  and  the  integration  of  the  operations  of  individual  agencies 
when  working  on  the  same  general  project.  Combined  operations  in 
a  number  of  fields  were  reflected  in  a  number  of  major  successes  in 
various  fields. 

Public  relations 

A  system  was  formulated  whereby  agencies  which  did  not  have 
public-relations  personnel  could  utilize  the  public-relations  facilities 
of  either  the  High  Commissioner's  office  or  the  United  States  Infor- 
mation Service.  The  United  States  Information  Service  was  desig- 
nated to  handle  the  mechanical  distribution  of  press  announcements 
of  all  agencies  other  than  the  Army  and  the  Navy,  thus  preventing 
duplication  of  distribution  facilities  at  a  time  when  transportation 
facilities  were  at  a  minimum.  It  was  also  arranged  that  the  over-all 
American  policy  in  the  Philippines  would  be  defined  b}^  the  High 
Commissioner's  office  in  policy  statements  issued  for  the  guidance  of 
the  various  agencies.  These  policy  directives  were  very  helpful  in 
facilitating  the  presentation  to  the  Philippine  Government  and  to  the 
Filipino  people  of  a  united  front  as  far  as  American  policy  in  the 
Philippines  was  concerned. 

A  project  was  also  undertaken  and  successfully  pursued  for  the  dis- 
tribution to  the  press  and  radio  of  the  Philippines  of  periodic  reports 
of  what  the  Federal  agencies  were  doing  for  the  rehabilitation  of  the 
islands.  Many  of  these  activities  were  largely  unknown  to  the  Fili- 
pino people.  This  dissemination  of  information  aided  considerably 
in  maintaining  at  a  high  level  the  prestige  of  the  United  States. 

Commissary  and  transportation 

Due  to  the  tremendous  difficulty  in  obtaining  foodstuffs  in  the  open 
market,  it  was  arranged  through  the  Council  that  each  Federal  agency 
would  ultimately  establish  its  own  commissary  for  its  personnel. 
Temporary  arrangements  were  made  for  admission  of  United  States 
civilian  officials  to  United  States  Army  messes. 

Arrangements  were  also  successfully  made  for  the  pooling  of  motor 
transportation  facilities  and  for  the  rendering  to  individual  agencies  of 
whatever  assistance  could  be  supplied  by  the  Army  in  this  regard. 
For  many  months  the  Army  continued  to  supply  and  service  the  motor 
vehicles  of  the  Federal  agencies. 
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Employment  policy 

One  of  the  chief  administrative  difficulties  encountered  by  the 
Federal  agencies  from  the  very  first  was  the  difference  in  the  employ- 
ment policies  and  wage  scales  of  the  various  agencies ;  in  the  employ- 
ment of  Filipinos,  a  competitive  situation  among  the  agencies  fre- 
quently resulted.  At  one  point  this  became  a  serious  problem  when 
a  temporary  shortage  of  labor  developed.  There  was  also  a  rapid 
turn-over  of  personnel  as  Filipino  workers  drifted  from  one  Federal 
job  to  another  in  search  of  higher  wages.  After  much  study  the 
Council  determined  upon  a  fairly  uniform  standard  of  wages,  espe- 
cially for  labor  in  the  unskilled  bracket.  The  institution  of  this 
scale  aided  considerably  in  stabilizing  employment  conditions  for 
Federal  agencies. 

Housing  and  office  facilities 

From  the  beginning  the  Federal  agencies  were  faced  by  the  almost 
insuperable  obstacle  of  inadequate  office  and  housing  facilities.  The 
Veterans'  Administration,  with  its  tremendous  work  load,  was 
quartered  in  a  dark  and  airless  section  of  a  ruined  and  rickety  building 
in  a  bombed-out  area.  Efficiency  was  consequently  impaired.  The 
same  was  true  of  a  number  of  other  agencies. 

The  High  Commissioner's  office  set  out  immediately  to  do  what  it 
could  to  remedy  this  situation.  Using  surplus  property  as  a  medium 
of  exchange,  a  large  downtown  hulk,  the  once  splendid  Heacock 
Building,  was  purchased.  For  another  grant  of  surplus  property  a 
contract  was  made  for  the  rehabilitation  of  this  eight-story  building, 
which  was  planned  for  assignment  to  the  Veterans'  Administration. 
Two  apartment  houses  were  similarly  acquired  and  similar  provisions 
made  for  their  repair  and  reconstruction. 

PERSONNEL   AND    FUNCTIONS    OF   THE    UNITED    STATES   AGENCIES 

United  States  military  organizations  in  the  Philippines 

In  September  of  1945,  when  General  Mac  Arthur  moved  his  head- 
quarters (AFPAC-Army  Forces  of  the  Pacific)  to  Tokyo,  AFWESPAC 
(Army  Forces  of  the  Western  Pacific)  became  the  senior  army  organ- 
ization in  the  Philippines.  This  organization,  which  was  adminis- 
tratively under  the  Office  of  the  Service  of  Supplies,  was  commanded 
by  Lt.  Gen.  W.  D.  Styer,  who  automatically  became  the  senior 
military  officer  in  the  Philippine  area.  The  chief  function  of 
AFWESPAC  was  to  service  the  forces  of  occupation  in  Japan  and 
elsewhere.  One  major  combat  unit,  the  Eighty-sixth  Division, 
remained  in  the  Philippines  for  training. 

AFWESPAC,  in  turn,  was  under  the  operational  control  of  General 
MacArthur's  headquarters  (AFPAC).  AFPAC  maintained  for  many 
months  a  rear  echelon  in  the  Philippines  which  was  physically  consoli- 
dated in  the  spring  of  1946  with  the  headquartei-s  in  Tokyo. 

Throughout  1945,  and  tlu-ough  much  of  1946,  AFWESPAC  was  a 
dominant  factor  in  Philippine  national  life,  not  only  because  of  its 
far-flung  operations,  but  because  of  its  control  of  supplies  and  trans- 
portation. 

AFWESPAC  was  the  critical  economic  force,  the  chief  factor  in 
employment,  rehabilitation,  law  and  order,  and  even  food  supply  for 
the  entire  nation  for  many  months  after  liberation. 
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In  a  major  sense,  AFWESPAC's  record  of  performance  in  its  second- 
ary duties — assistance  to  the  Philippines — was  as  exemplary  as  its 
record  of  military  support  to  the  occupation  forces  in  the  forward 
Pacific  areas.  There  were,  it  is  true,  some  aggravating  facets,  as  far 
as  the  Filipino  people  were  concerned,  to  some  of  AFWESPAC's 
operations.  There  was  a  considerable  period  in  which  there  was  little 
attention  paid  to  the  cultivation  of  friendly  public  relations  between 
AFWESPAC  and  the  Filipino  people.  This  had  unfortunate  conse- 
quences later  on.  But  generally  speaking,  AFWESPAC  made  an 
outstanding  record  in  tasks  that  were  intense  and  at  the  same  time 
delicate. 

AFWESPAC  had  two  commanding  officers  in  the  period  covered  by 
this  report.  The  first  was  Lt.  Gen.  W.  D.  Styer,  who  had  an  excellent 
understanding  of  the  Filipino  people  and  of  the  historic  significance  of 
the  American  mission  in  the  islands.  He  was  an  excellent  soldier  and 
a  most  efficient  administrator.  When  he  returned  to  the  United 
States  for  medical  treatment  in  February  1946,  he  was  succeeded  by 
his  deputy,  Maj.  Gen.  Frank  A.  "Christensen  who,  in  an  acting  com- 
mand capacity,  carried  on  ably  in  the  face  of  the  intensely  difficult 
problems  of  demobilization  and  readjustment  of  the  entire  command 
to  its  strange  new  status  in  the  Philippines.  The  United  States  Army, 
which  came  as  a  legion  of  liberation,  had  to  adjust  itself  to  becoming 
a  guest  force  in  a  foreign  land. 

AFWESPAC  gave  every  cooperation  to  the  Ofiice  of  the  High 
Commissioner  in  equipping  the  Office  to  perform  its  functions  and  in 
supplying  it  with  essential  transportation.  Members  of  the  High 
Commissioner's  staff  had  commissary  and  post  exchange  privileges 
not  only  at  AFWESPAC  but  at  the  naval  establishments  in  the 
Philippines. 

AFWESPAC  was  not  the  only  United  States  Army  organization 
in  the  islands.  The  Thirteenth  Air  Force  and  the  Pacific  Air  Force 
Supply  Command  also  maintained  establishments  in  the  Philippines 
which  were  more  or  less  independent  of  AFWESPAC.  The  General 
Engineering  District  (GENED),  under  the  United  States  Chief  of 
Army  Engineers,  was  also  semiautonomous.  There  were  various 
other  echelons  of  other  Pacific  commands  located  in  the  Philippines, 
all  of  the  groups  presenting  a  complex  administration  of  supply  and 
operations  which  tended  to  increase  the  difficulties  of  liaison  with  the 
Philippine  Government.  Subsequent  reorganizations,  however,  took 
adequate  care  of  this  situation. 

The  Navy  establishment  in  the  Philippines  was,  from  the  first, 
much  smaller  than  the  Army  installation.  The  commander  of  the 
Philippine  Sea  Frontier  (Vice  Adm.  J.  L.  Kauffman,  later  succeeded 
by  Rear  Adm.  H.  H.  Good)  maintained  a  headquarters  in  the  area 
occupied  before  the  war  by  the  Manila  Polo  Club,  where  offices  and 
billets  were  concentrated.  On  July  4,  the  Philippine  Sea  Frontier 
(PhilSeaFron)  became  Commander  Naval  Forces  in  the  Philippines 
(ComNavPhil). 

The  Navy,  under  both  Admiral  Kauffman  and  Admiral  Good,  made 
an  excellent  record  in  both  military  performance  and  in  discharging 
its  civilian  responsibilities  in  projects  requiring  cooperation  with  the 
Office  of  the  High  Commissioner  or  with  the  Philippine  Government. 
The  naval  establishment  in  the  Philippines  was  energetic,  reactive. 
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and  thorough.     Its  personnel  were  well  disciplined  and  reflected  credit 
on  the  naval  service. 

War  crimes  trials 

Beginning  shortly  after  the  Japanese  surrender,  General  Mac- 
Arthur,  with  the  powers  inherent  in  him  as  Supreme  Commander  of 
Allied  Forces  in  the  Far  East,  established  a  special  military  commission 
to  try  Japanese  war  criminals  in  the  Philippines.  Those  tried  in  the 
early  months  of  the  operations  of  this  tribunal  were  the  top  Japanese 
war  leaders  who  were  responsible  for  the  savage  brutality,  murders, 
tortures,  and  inhuman  imprisonment  of  American  and  Filipino 
soldiers  and  civilians  following  the  Japanese  invasion  on  December  8, 
1941.     These  trials  attracted  world  attention. 

Generals  Homma  and  Yamashita  were  among  the  first  to  be  tried. 
One  of  the  most  unbelievable  crimes  for  which  judgment  was  rendered 
was  the  infamous  "March  of  Bataan,"  in  the  course  of  which  hundreds 
and  thousands  of  American  and  Filipino  soldiers  were  brutally  killed 
and  maimed  while  being  herded  from  their  point  of  surrender  in 
Bataan  and  Corregidor  to  Fort  O'Donnel  near  Capas.  Both  Yama- 
shita and  Homma  were  sentenced  to  be  hung.  In  a  high-fenced 
enclosure  at  Los  Banos,  about  30  miles  from  Manila,  in  the  presence 
of  official  observers,  both  were  executed.  Numerous  lesser  war 
criminals  responsible  for  the  atrocities  of  the  occupation  and  atrocities 
against  American  troops  continued  to  be  tried  in  Manila  by  the  same 
tribunal  for  a  considerable  time  even  after  independence. 

Demobilization  riots 

In  late  March  and  early  April  1946,  the  Army  troops  in  the  Philip- 
pines began  to  show  signs  of  restiveness  at  the  alleged  slowness  of 
demobilization.  A  chance  remark  made  by  a  high  War  Department 
official  and  sensationally  reported  in  the  press  inflamed  the  feelings 
of  the  troops,  who  were  at  a  low  point  in  morale  and  highly  disorgan- 
ized as  to  discipline  and  control.  Huge  mass  meetings  were  held  in 
Manila.  Army  leaders  and  the  United  States  Congress  were  de- 
nounced, and  demands  were  made  "to  go  home."  For  a  time  these 
incidents,  the  news  of  which  spread  from  the  Philippines  aU  over  the 
world  and  led  to  similar  occurrences  in  other  foreign  areas  where 
American  troops  were  stationed,  were  matters  of  grave  concern. 
They  were  of  peculiar  concern  to  me  because  of  the  possible  impact 
on  the  Filipinos.  I  feared  that  the  spectacle  of  American  troops 
abandoning  all  pretense  of  military  organization  and  denouncing  the 
authority  of  commanding  officers  would  arouse  a  sense  of  contempt 
in  the  FiliiDino  mind. 

Interestingly  enough,  almost  the  opposite  occurred.  Many  Fili- 
pinos considered  the  incident  a  remarkable  demonstration  of  democ- 
racy in  action.  There  were  a  number  of  newspaper  editorials  praising 
the  American  Army  for  its  tolerance  and  freedom. 

The  basic  situation  was  quickly  brought  under  control,  however, 
and  as  the  process  of  demobilization  was  speeded  up,  the  crisis  passed. 
Investigations  launched  by  American  Government  officials  indicated 
considerable  communistic  influence  in  the  leadership  of  these  demon- 
strations although  Communists  were  certainly  not  the  only  leaders  or 
participants.  Nevertheless,  it  was  during  this  period  that  numerous 
individual    soldiers    who    were    Communists    or    sympathizers    with 
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communism   started   to   participate   actively  in  Philippine   politics, 
advising  with  left-wing  dissident  political  groups  in  the  Islands. 

The  lack  of  discipline  among  our  troops  illustrated  in  these  inflam- 
matory incidents  was  a  condition  which  persisted  for  many  months. 
It  led  to  a  number  of  unfortunate  incidents  between  Americans  and 
Filipinos  and  to  a  growing  reservoir  of  ill-feeling  toward  American 
troops  on  the  part  of  the  civilians.  Service  companies  were  scattered 
all  over  Manila  and  all  over  the  countryside.  Company  officers  were 
in  a  continuous  state  of  transfer.  In  an  attempt  to  raise  their  morale, 
soldiers  were  given  almost  unlimited  access  to  jeeps,  weapons  carriers, 
and  even  6x6  trucks  for  recreational  purposes.  These  went  rolling 
through  the  pitted  streets  and  roads  of  Manila  and  became  involved 
in  numerous  accidents  and  traffic  fatalities,  further  enhancing  the  ill- 
feeling.  This  situation  was  not  to  come  to  a  crisis  until  after  inde- 
pendence, but  the  ground  was  being  laid.  It  took  vigorous  and 
concerted  action  on  the  part  of  Army  and  American  Government 
officials  generally  to  meet  this  situation  when  it  did  come  to  a  head  in 
July  and  August  of  1946. 

The  consulate  general 

Although  the  Philippines  was  American  territory,  the  United  States 
maintained  a  consulate  general  in  Manila  for  the  purpose  of  handling 
visas  and  passports.  As  the  months  after  liberation  went  by,  the 
work  of  this  office  became  increasingly  heavy.  More  and  more 
Americans  came  to  the  Philippines  and  more  and  more  Filipinos 
sought  entry  into  the  United  States  as  visitors  and  emigrants.  In 
addition,  this  office  issued  passports  to  Filipinos  traveling  to  China 
and  elsewhere.  The  consulate  general  also  collected  economic  and 
agricultural  data  for  the  respective  departments  in  Washington  and 
handled,  for  the  High  Commissioner,  the  detailed  work  of  the  foreign 
relations  of  the  Philippines,  maintaining  official  communications 
between  Filipinos  and  foreign  governments. 

The  consul  general,  Mr.  Paul  Steintorf,  headed  a  considerable 
staff  engaged  in  this  work. 

The  President  of  the  Commonwealth  had  by  executive  order  estab- 
lished the  Office  of  the  Commissioner  of  Foreign  Affairs  whose  func- 
tion was  to  prepare  and  plan  for  the  establishment  of  a  Department 
of  Foreign  Affairs  to  take  over  foreign  relations  upon  the  advent  of 
independence.  During  the  war  a  program  had  been  launched  in 
Washington  for  the  training  of  Filipinos  in  foreign  service.  These 
Filipinos,  who  had  been  nominated  by  the  President  of  the  Philippines, 
were  given  training  in  the  Department  of  State  in  Washington. 

Treasury  Department- — Foreign  funds  control 

The  United  States  Treasury,  almost  immediately  after  liberation, 
liad  taken  action  to  freeze  the  accounts,  funds,  and  assets  of  enemy 
nationals  and  others  who  were  suspected  of  having  collaborated  with 
the  enemy  during  the  Japanese  occupation.  A  mission  from  the 
Foreign  Funds  Control  Division  of  the  Treasury  Department,  headed 
by  Mr.  Isadore  G.  Alk,  arrived  in  Manila  in  May  1945  to  investigate 
the  occupation  activities  of  suspected  persons  and  to  establish  a 
licensing  procedure  to  govern  such  persons'  economic  activities  in 
the  postliberation  period.  A  considerable  number  of  the  suspected 
persons  were  among  the  leading  prewar  businessmen  in  the  Philippines. 
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"Watch  lists"  of  several  hundred  individuals,  against  whom  evidence 
had  been  gathered  regarding  their  dealings  with  the  Japanese,  were 
compiled  and  circulated  among  the  banks  and  business  houses  of 
the  Philippines.  This  "watch  list"  subjected  the  listed  individuals  to 
restrictions  on  their  economic  activities,  but  licenses  were  generally 
issued  permitting  them  to  engage  in  earning  a  livelihood.  A  number 
of  the  watch-listed  individuals  had  accounts  in  the  United  States 
which  were  likewise  blocked  and  controlled.  After  July  4,  at  the 
request  of  President  Roxas,  the  Foreign  Funds  Control  Office  con- 
tinued to  function  under  the  American  Embassy  on  behalf  of  the 
Philippine  Government  until  September  1946,  when  the  Philippine 
Government  took  over  these  activities. 

In  addition  to  its  activities  controlling  the  assets  of  enemy  nationals 
and  Japanese  collaborators,  the  Foreign  Funds  Control  Office  pro- 
vided the  Treasury  Department  with  representation  in  the  Philip- 
pines and  a  direct  source  of  information  on  local  economic  and  financial 
matters.  Following  President  Truman's  directives  of  October  26, 
this  office  represented  the  Treasury  Department  in  the  consideration 
of  the  directives  addressed  to  the  Secretary  of  the  Treasury,  particu- 
larly with  respect  to  the  redemption  of  emergency  currency.  Assist- 
ance was  rendered  the  Commonwealth  Government  in  connection  with 
a  number  of  bills  presented  to  Congress,  such  as  the  bill  providing  for 
Philippine  membership  in  the  Bretton  Woods  organization  and  the 
bill  providing  for  the  registration  and  validation  of  securities  issued  or 
guaranteed  by  the  Commonwealth  Government.  Other  general  func- 
tions included  assistance  to  individuals,  banks,  and  business  firms  in 
obtaining  the  return  of  securities,  currency,  and  other  valuables  de- 
posited with  the  High  Commissioner  for  safekeeping  in  December  1941. 
The  office  also  maintained  a  Federal  income-tax  service  for  United 
States  citizens  in  the  Philippines  through  the  distribution  of  necessary 
forms  and  answering  of  inquiries. 

In  September  1945  Mr.  Alk,  who  accompanied  General  Mac- 
Arthur's  staff  to  Tokyo,  was  succeeded  by  Mr.  Hamlin  Robinson  as 
head  of  the  Treasury  Department's  establishment  in  Manila.  The 
oflBce  wa^  subsequently  turned  over  to  Mr.  Fred  B.  Smith,  then  to 
Mr.  Harold  J.  Hoflich,  who  in  turn  was  succeeded  by  Mr.  Nelson 
Lancione. 

United  States  Injormation  Service 

This  organization,  under  the  administrative  direction  of  the  Con- 
sulate General  and  the  policy  direction  of  the  High  Commissioner's 
Office,  had  the  function  of  conveying  to  the  news  outlets  of  the 
Philippines  and  to  the  general  public  background  news  of  the  United 
States  and  primary  news  of  United  States  Government  activities  in 
the  islands.  Because  of  the  complete  absence,  during  most  of  the 
period  covered  by  this  repoit,  of  informational  facilities  in  the  out- 
lying provinces,  the  USIS  published  a  biweekly  bulletin  of  general 
world  and  United  States  news,  circulated  by  air  and  ship  mail  to 
the  provinces.  This  publication.  Free  Philippines,  was  for  many 
Filipinos  in  the  provinces  the  only  source  of  current  information. 

The  USIS  also  operated  three  mobile  units  which  had  public-address 
facilities  for  the  dissemination  of  news,  the  playing  of  recorded  speeches 
and  programs,  and  the  showing  of  educational  films. 
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The  USIS  also  operated  a  radio-broadcasting  station.  For  many 
months  it  was  the  only  nonmilitary  radio  station  in  the  Philippines. 
This  station  broadcast  news,  music,  and  educational  matter.  News- 
papers and  press  associations  were  supplied  by  the  USIS  with  a  daily 
press  service  consisting  of  texts  of  speeches  and  items  of  special  interest 
to  the  Philippines  which  were  not  carried  by  the  commercial  press 
associations.    Library  and  reading  rooms  were  also  maintained. 

United  States  Foreign  Liquidation  Commission 

This  organization  was  in  charge  of  the  disposal  under  existing  laws 
of  all  materials  declared  surplus  in  the  Philippines.  In  the  beginning 
most  of  this  material  was  sold  to  private  individuals  in  the  Philippines, 
to  UNRRA,  and  to  foreign  governments.  A  small  amount  was  sold 
to  the  Philippine  Government.  Later,  however,  the  entire  remaining 
bulk  was  disposed  of  to  the  Philippine  Government  to  fulfill  pending 
obligations  under  the  Tydings  Act  ^^  and  other  legislation. 

U.  S.  Commercial  Company 

The  functions  of  this  organization  have  already  been  described 
fully  elsewhere  in  this  report.  It  had  been  scheduled  for  liquidation 
by  the  end  of  1945.  Its  services  were  so  essential,  however,  for  the 
stimulation  of  production  of  copra  and  abaca  that  its  activities  in  the 
Philippines  were  continued  until  May  1946. 

War  Shipping  Administration 

The  War  Shipping  Administration  supplied  during  the  latter  part  of 

1945  and  much  of  1946  the  sole  trans-Pacific  service  to  the  United 
States.  Subsequently,  this  service  was  taken  over  in  large  part  by 
the  American  President  Lines.  An  equally  vital  function  was  the 
interisland  service  operated  by  the  War  Shipping  Administration. 
The  WSA  operated  49  FS-  and  F-type  vessels.  The  FS  boats  had  a 
carrying  capacity  of  200  dead-weight  tons  each:  the  F  boats  had  about 
half  that  capacity.  WSA  also  operated  nine  larger  ships,  with  a 
capacity  of  2,500  to  5,000  tons.  These  ships  were  operated  so  as  to 
give  scheduled  service  to  the  smaller  ports  as  well  as  to  the  few 
principal  ports  in  the  islands.  In  1946  the  WSA,  while  remaining 
responsible  for  interisland  service,  designated  two  shipping  firms,  the 
American  President  Lines  and  the  Everett  Steamship  Co.,  to  operate 
the  interisland  facilities  on  a  cost-plus  basis. 

Despite  difficulties  arising  from  shortage  of  spare  parts  and  lack  of 
drydocking,  all  parts  of  the  Philippines  received  minimum  shipping 
services  during  the  year. 

United  States  Veterans'  Administration 

The  problems  facing  the  Veterans'  Administration  have  been  dealt 
with  elsewhere  in  this  report.  They  were  insuperable  problems  under 
existing  laws  and  interpretations.  Three  hundred  thousand  Filipino 
veterans  were  clamoring  for  benefits  of  one  kind  or  another.  Only  a 
handful  received  such  benefits.  The  machinery  was  cumbersome  and 
inadequate.  It  was  difficult  to  find  proper  personnel  to  handle  the 
tremendous  job  facing  this  organization.  Thousands  of  applications 
were  handled,  and  only  a  few  benefits  could  be  paid.     It  was  not  until 

1946  that  a  finance  officer,  authorized  to  make  payments,  arrived  in 
Manila,  although  the  Veterans'  Administration  itself  had  been  estab- 

»  Title  n.  Public  Law  370,  79th  Cong. 
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lished  in  Manila  from  the  first  days  of  the  hberation.  Payments^ 
however,  were  resumed  to  Spanish-American  War  veterans  and  to 
veterans  of  the  First  World  War,  of  whom  there  are  a  considerable 
number  in  the  Philippines.  Payments  were  resumed  on  behalf  of  the 
Philippine  Scouts,  who  were  declared  eligible  for  the  suitable 
benefits  of  the  GI  bill  of  rights. 

Alien  Property  Custodian  ,      • 

As  described  elsewhere  in  this  report,^^  the  Alien  Property  Custodian 
was  under  orders  to  vest  title  in  all  property  which  had  been  owned 
by  Japanese  or  other  enemy  nationals.  It  was  a  difficult  task  to 
unravel  the  legal  snarls  which  obscured  title  to  many  of  these  proper- 
ties which,  in  the  case  of  the  abaca  lands  in  Mindanao,  vitally  affected 
the  entire  Philippine  economy.  Early  in  1946  the  Alien  Property 
Custodian  vested  title  to  two  of  the  largest  Japanese  holdings  in 
Davao  *^  and  undertook  to  rehabilitate  those  properties,  a  task  which 
presented  major  difficulties. 

War  Damage  Commission 

Shortly  after  the  signature  by  President  Truman  of  the  Tydings 
War  Damage  Act,   the  President  submitted  to   the  United  States. 
Senate  for  its  approval,  the  names  of  the  three  War  Damage  Commis- 
sioners, two  Americans  and  one  Filipino.     Those  nominated  were- — ■ 
Mr.  Frank  A.  Waring. 
Mr.  John  S.  Young. 
Mr.  Francisco  A.  Delgado. 

The  Commission  selected  its  own  chairman,  Mr.  Waring,  who  had 
long  been  associated  with  Philippine  affairs  in  Washington  and  who 
was  coauthor  of  one  of  the  basic  American  reports  on  Philippine 
economy,  the  Waring-Dorfman  report  of  the  United  States  Tariff' 
Commission.™ 

Members  of  the  War  Damage  Commission  decided  to  organize 
their  staff  in  Washington  before  coming  to  the  Philippines  and  on 
July  4  had  not  yet  arrived  in  the  Philippines.  Months  were  yet  to 
pass  before  the  first  war  damage  payments  were  made. 

In  the  meanwhile,  in  response  to  repeated  pleas  and  recommenda- 
tions from  United  States  officials  in  the  Philippines,  the  War  Depart- 
ment and  the  Navy  Department  began  the  processing  and  adjudica- 
tion of  claims  against  their  branches  of  the  service  for  property  seized 
by  them  or  damaged  by  them  or  upon  their  order. ^^  In  these  adju- 
dications, as  in  those  of  the  War  Damage  Commission,  considerable 
time  was  to  pass  before  payments  were  actually  made. 

It  became  apparent  that  the  Philippine  Government  itself,  plus 
whatever  help  it  could  get  from  private  mvestors,  would  be  required 
to  take  the  first  steps  for  the  actual  rehabilitation  of  the  country. 

XL  MISSION  TO  WASHINGTON  (FEBRUARY  1-APRIL  20) 

As  previously  stated,  I  left  with  several  members  of  my  staff  for 
Washington  on  February  1,  primarily  to  attempt  to  break  the  legis- 
lative log-jam  that  was  holding  up  the  Philippine  trade  rehabilitation 

"  See  ch.  V,  p.  26,  this  report. 
f  "  The  Ohta  Development  Co.  and  the  Furukawa  Development  Co.,  which  together,  before  the  war,, 
supplied  90  percent  of  the  abaca  of  Davao. 

»» United  States-Philippine  Trade,  Kept.  No.  118  (U.  S.  Tarifi  Commission,  1937). 

»'  See  p.  42,  this  report,  How  the  Devastation  Occurred. 
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and  war  damage  legislation.^^  This  report  already  contains  a  record 
of  activities  on  these  vital  matters.  While  in  Washington,  I  took 
up  a  number  of  other  vital  projects  which  required  consideration 
there. 

COLLABORATION  (C) 

The  Hutchinson  Mission 

In  January  of  1946,  in  accordance  with  the  Presidential  directive 
to  the  Attorney  General  on  the  subject  of  collaboration,^^  Mr.  Walter 
Hutchinson,  a  special  assistant  to  the  Attorney  General,  arrived  in 
Manila  to  make  a  study  of  this  subject.  Mr.  Hutchinson  spent 
2  months  interviewing  various  officials  of  the  Philippine  government 
and  going  over  the  records  of  the  United  States  Army  in  regard  to 
collaborationists. 

Question  at  issue 

The  question  at  issue  was  whether  the  United  States  should  inter- 
vene in  the  disposition  of  the  collaborationist  cases. 

The  People's  Court  had  been  hearing  collaborationist  cases  since 
the  fall  of  1945,  sitting  in  five  circuits,  three  judges,  en  banc,  to  each 
circuit.  The  decision  of  these  judges  was  supreme  in  matters  of  fact, 
with  appeal  to  the  Supreme  Court  only  in  matters  of  law.  The  able 
and  brilliant  young  solicitor  general  of  the  Philippines,  Mr.  Lorenzo 
Tanada,  was  chief  special  prosecutor. 

At  the  time  of  Mr.  Hutchinson's  study,  this  court  was  faced  with  a 
backlog  of  5,000  indictments,  with  3,000  cases  still  to  be  sifted  for 
additional  indictments.  The  evidence  had  all  been  gathered  by  the 
CIC  (Counter  Intelligence  Corps)  of  the  United  States  Army  and  had 
to  be  reevaluated  by  the  staff  of  the  special  prosecutor.  This  staff 
was  small,  underpaid,  and  beset  with  administrative  difficulties 
resulting  from  lack  of  funds  and  transportation  facilities. 

Hutchinson  report 

Mr.  Hutchinson  was  directed  under  his  terms  of  reference  to  make  a 
report  on  this  entire  situation  transmitting  his  report  through  the 
Office  of  the  High  Commissioner.  In  his  report,  Mr.  Hutchinson 
suggested  the  following  alternatives: 

(1)  Leave  the  disposition  of  the  cases  entirely  to  the  People's 

Court. 

(2)  Set  up  a  special  United  States  Federal  court  in  the  Philip- 

pines to  take  over  the  trial  of  the  cases. 

(3)  Set  up  a  joint  Philippine-American  court. 

Each  of  the  proposals,  other  than  the  first,  involved  great  complica- 
tions. In  no  event  could  any  but  a  small  fraction  of  the  cases  be 
completed  before  Independence  Day — July  4.  After  July  4  it  would 
be  impossible  for  a  United  States  court  to  function  on  Philippine  soil. 
The  intervention  of  the  United  States  in  these  cases  would  be  hailed 
with  almost  unanimous  disapproval  by  the  Filipino  people.  Any 
joint  arrangement  would  require  special  legislation  and,  following 
July  4,  a  special  treaty  or  agreement  with  the  Philippine  Government. 

I  transmitted  Mr.  Hutchinson's  report  to  Attorney  General  Clark 

'2  See  p.  34,  this  report. 
"  See  p.  27,  this  report. 
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and  discussed  with  him,  with  Secretary  of  War  Patterson,^*  and  with 
President  Truman  this  entire  problem.  General  MacArthur  was  on 
record  as  opposed  to  any  United  States  intervention  in  this  situation. 

President  Truman's  decision 

After  exhaustive  discussions,  President  Truman  formulated  a  defin- 
itive statement  of  policy  based  on  the  recommendations  of  the  Secre- 
tary of  War,  the  Attorney  General,  and  the  High  Commissioner. 
That  statement  follows: 

On  October  26,  1945,  I  addressed  a  directive  to  the  Attorney  General  requesting 
that  a  study  be  made  of  the  status  of  those  who  collaborated  with  the  enemy 
in  the  Philippines. 

I  have  received  reports  from  the  Attorney  General,  from  the  Secretary  of  War, 
and  from  High  Commissioner  Paul  V.  McNutt  on  this  subject. 

After  studying  the  recommendations  submitted  to  me,  I  have  determined  that 
there  is  no  necessity  for  any  change  in  our  established  policy  of  leaving  the  dis- 
position of  civil  collaborationists  in  the  Philippines  to  the  civil  authorities  there. 

Our  original  policy  was  formulated  late  in  1944  on  the  basis  of  strong  recom- 
mendation by  Gen.  Douglas  MacArthur  and  was  initiated  by  the  Joint  Chiefs  of 
Staff.  In  support  of  that  policy,  there  was  formed  in  the  Philippines  last  year  a 
civil  people's  court  to  try  collaborationist  cases.  The  study  recently  made  by 
officials  of  this  Government  of  the  manner  in  which  the  collaborationist  cases 
have  been  handled  indicates  an  earnest  and  well-directed  effort  to  dispose  of  these 
cases  as  speedily  as  possible. 

There  are  major  obstacles  such  as  the  unavailability  of  witnesses,  disruption  of 
communications,  and  lack  of  funds  for  investigation,  transportation,  and  clerical 
assistance  which  make  it  extremely  difficult  for  the  people's  court  to  assure  speedy 
justice.  Nevertheless,  I  have  every  confidence  in  the  determination  of  the 
Philippine  people,  who  have  proved  beyond  all  doubt  their  devotion  to  democracy 
and  the  United  States,  to  punish  those  who  served  the  enemy  against  the  interests 
of  the  Commonwealth  and  of  the  United  States.  The  principle  is  well  established 
in  the  Philippines  that  an  act  of  disloyalty  to  the  United  States  was  an  act  of 
disloyalty  to  the  Commonwealth  and  to  the  Philippine  people.  The  Philippine 
courts  have  accepted  this  principle. 

It  is  noteworthy  that  we  have  not  been  asked  by  any  group  in  the  Philippines 
to  intervene  in  the  trial  of  the  collaborators.  It  is  my  judgment  that  any  move 
to  intervene  now  would  meet  with  instantaneous  objection  from  even  our  most 
loyal  supporters  in  the  islands.  Such  intervention  would  serve  notice  upon  the 
Philippine  people,  and  upon  the  many  millions  of  people  everywhere  who  are 
watching  the  Philippine  experiment,  that  we  do  not  consider  the  people  of  the 
Philippines  capable  of  bringing  these  culprits  to  justice. 

The  Philippines  is  scheduled  to  become  an  independent  republic  on  July  4  of 
this  year.  I  am  certain  that  the  Philippine  people  are  fully  capable  of  assuming 
all  the  duties  and  obligations  of  self-government.  I  believe  that  these  heroic 
people,  out  of  their  own  devotion  to  democratic  ideals,  will  eliminate  from  their 
national  and  political  life  all  those  of  questionable  allegiance  to  those  democratic 
principles. 

In  arriving  at  these  conclusions,  I  am  assuring  the  Philippine  people  that  we 
have  every  confidence  that  they  are  capable  of  making  their  own  political 
decisions  without  intervention  or  direction  by  the  United  States. 

Result  of  United  States  decision 

The  end  effect  of  this  policy  statement  was  to  place  squarely  upon 
the  Filipino  people,  their  Government,  and  their  courts,  the  respon- 
sibility for  disposing  of  the  collaborationists  cases.  The  United  States 
Government  had  stated  its  position  in  no  uncertain  words. 

The  principle  is  well-established  in  the  Philippines — 

"<  Secretary  of  War  Patterson,  in  a  letter  to  President  Truman,  dated  March  4,  1946,  wrote:  "*  *  * 
General  MacArthur  has  consistently  maintained  the  position  toward  the  Philippine  people  that  prosecu- 
tion of  collaborationists  is  a  responsibility  of  the  Commonwealth  government.  A  change  in  this  policy 
in  the  last  few  months  before  independence  would  certainly  be  viewed  with  suspicion." 
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President  Truman  said —  • 

that  an  act  of  disloyalty  to  the  United  States  is  also  an  act  of  disloyalty  to  the 
Commonwealth  and  to  the  Philippine  people.  *  *  *  j  have  every  confidence 
in  the  determination  of  the  Philippine  people  *  *  *  to  punish  those  who 
served  the  enemy  against  the  interests  of  the  Commonwealth  and  of  the  United 
States.  *  *  *  I  believe  that  these  heroic  people,  out  of  their  own  devotion  to 
democratic  ideals  will  eliminate  from  their  national  and  political  life  all  those  of 
questionable  allegiance  to  those  democratic  principles. 

This  statement  seemed  to  satisfy  all  groups  in  the  Philippines  and 
represented  a  fair  and  equitable  discharge  of  America's  responsibility 
in  the  matter.  There  is  no  question  that  the  time  no  longer  remained 
for  America  to  take  overt  action.  The  time  for  that  action,  if  it  should 
have  been  taken,  had  long  passed.  It  was  up  to  the  Filipino  people 
to  judge  the  fate  of  those  who  had  given  aid  and  comfort  to  the  enemy. 
If,  as  the  records  indicated,  the  Filipino  people  as  a  whole  had  been 
intensely  loyal  to  the  United  States  during  the  occupation  and  had 
suffered  untold  agonies  at  the  hands  of  the  Japanese,  there  would  be 
no  doubt  that  those  Filipinos  who  had  willingly  collaborated  with 
the  Japanese  would  meet  their  judgment  at  the  hands  of  the  Filipino 
people  in  one  fashion  or  another. 

The  final  question 

The  United  States  judgment  in  the  matter  was  at  least  partially 
vindicated  2  months  later  when  President  Roxas  assumed  office  and 
pledged  in  his  inaugural  address  that  instances  of  treason  would  surely 
be  punished. 

The  question  is  still  today,  Which  of  the  alleged  collaborators 
actually  committed  overt  treason  under  the  meaning  of  the  law,  and 
willingly  gave  aid  and  comfort  to  the  enemy?  That  is  a  question  of 
fact  which  can  only  be  determined  by  the  courts,  in  a  primary  way, 
and  by  popular  judgment  in  an  ultimate  sense. 

VETERANS    (b) 

Some  of  the  problems  of  the  Filipino  veterans  have  already  been 
described. ^^  One  of  the  most  outspoken  demands  of  the  Filipino 
veterans  was  for  the  implementation  of  the  pledge  that  they  would 
be  entitled  to  the  benefits  of  the  United  States  GI  bill  of  rights' 
measure.  The  United  States  Administrator  of  Veterans'  Affairs  had 
already  ruled  in  September  1945,  that  Filipino  veterans  were  entitled 
to  these  benefits.  Still  the  Veterans'  Administration,  which  had  a 
large  establishment  in  Manila,  had  found  itself  unable  to  carry  out 
that  ruling. 

The  Rescission  Act 

In  January  1946  the  Office  of  the  High  Commissioner  received  word 
that  Congress  had,  in  enacting  an  over-all  budget  rescission  bill, 
inserted  a  legislative  provision  withdrawing  the  GI  bill  of  rights  and 
other  veterans'  benefits  from  Filipinos  and  substituting  a  grant  of 
disability  and  death  benefits  on  the  basis  of  a  peso  for  every  dollar 
of  American  benefits  legally  available.  The  Rescission  Act,  however, 
had  been  vetoed  by  President  Truman  on  account  of  an  extremely 
controversial  provision  having  nothing  to  do  with  Filipino  veterans, 

"  See  p.  23,  this  report. 
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but  returning  jurisdiction  over  the  United  States  Employment 
Service  offices  to  tlie  several  States. 

On  my  arrival  in  Washington  I  combed  the  records  of  the  hearings 
before  the  House  and  Senate  Appropriations  Committee.  The  hear- 
ings disclosed  no  discussion  of  the  Filipino  veterans'  provision,  but 
merely  noted  that  this  provision  had  been  inserted  during  the  Senate 
committee  consideration  of  the  bill,  after  an  off-the-record  discussion. 

At  the  time  of  my  arrival  in  Washington,  a  second  rescission  bill 
was  on  its  way  through  the  Senate,  having  already  been  approved  by 
the  House,  with  the  controversial  provision  on  the  United  States 
Employment  Service  modified  to  meet  Presidential  objections.  The 
provision  concerning  Filipino  veterans,  however,  was  still  in  the  bill. 
Again  there  was  no  record  of  committee  discussions  of  this  point. 
That  provision,  the  now  famous  section  of  title  II,  is  as  follows: 

Army  of  the  Philippines,  $200,000,000:  Provided,  That  service  in  the  organized 
military  forces  of  the  Government  of  the  Commonwealth  of  the  Philippines, 
while  such  forces  were  in  the  service  of  the  armed  forces  of  the  United  States 
pursuant  to  the  military  order  of  the  President  of  the  United  States  dated  July 
26,  1941,  shall  not  be  deemed  to  be  or  to  have  been  service  in  the  military  or  naval 
forces  of  the  United  States  or  any  component  thereof  for  the  purposes  of  any 
law  of  the  United  States  conferring  rights,  privileges,  or  benefits  upon  any  person 
by  reason  of  the  service  of  such  person  or  the  service  of  any  other  person  in  the 
military  or  naval  forces  of  the  United  States  or  any  component  thereof,  except 
benefits  under  (1)  the  National  Service  Life  Insurance  Act  of  1940,  as  amended, 
under  contracts  heretofore  entered  into,  and  (2)  laws  administered  by  the  Vet- 
erans' Administration  providing  for  the  payment  of  pensions  on  account  of 
service-connected  disability  or  death:  Provided  further,  That  such  pensions  shall 
be  paid  at  the  rate  of  one  Philippine  peso  for  each  dollar  authorized  to  be  paid 
under  the  laws  providing  for  such  pensions:  Provided  further,  That  any  payments 
heretofore  made  under  such  law  to  or  with  respect  to  any  member  of  the  military 
forces  of  the  Government  of  the  Commonwealth  of  the  Philippines  who  served 
in  the  service  of  the  armed  forces  of  the  United  States  shall  not  be  deemed  to  be 
invalid  by  reason  of  the  circumstances  that  his  service  was  not  service  in  the  mili- 
tary or  naval  forces  of  the  United  States  or  any  component  thereof  within  the 
meaning  of  such  law. 

The  $200,000,000  item  to  which  the  veterans'  provision  was  attached 
had  actually  nothing  to  do  with  veterans'  legislation  as  such.  It 
was  an  appropriation  for  back  pay  due  Filipino  guerrillas  and  members 
of  the  Phihppine  Army. 

Appeal  to  the  President 

I  conferred  with  Senate  leaders  who  advised  me  that  it  was  too 
late  in  the  legislative  course  of  things  to  entertain  any  new  represen- 
tations on  this  subject.  Upon  ascertaining  the  status  of  the  veterans' 
provision  of  the  rescission  bill,  I  addi-essed  a  lengthy  memorandum 
to  President  Truman  setting  forth  the  situation.  Because  of  its 
importance  in  the  whole  scheme  of  Philippine-American  relations, 
that  memorandum  is  inserted  at  this  point  in  this  report: 

Outline  of  Case  for  GI  Bill  of  Rights 

1.  Facts. — (a)  On  July  26,  1941,  the  Commonwealth  Army  was  blanketed  into 
the  United  States  Army  Forces  of  the  Far  East  (USAFFE)  by  order  of  the  Presi- 
dent of  the  United  States  "with  relation  to  all  units  and  personnel  of  the  organized 
military  forces  of  the  Government  of  the  Commonwealth  of  the  Philippines." 
Under  this  authority  General  MacArthur  recognized  units  of  the  Philippine  Army 
and  brought  them  into  the  armed  forces  of  the  United  States. 

(b)  On  October  20,  1944,  on  the  landing  in  Leyte,  the  President  of  the  Com- 
monwealth of  the  Philippines  issued  Executive  Order  No.  21,  with  the  approval 
of  the  Commander  in   Chief,   Southwest   Pacific  Area   (SWPA — General   Mac- 
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Arthur)  which  provided  that  "all  persons  of  any  nationality  or  citizenship  who  are 
actively  serving  in  recognized  military  forces  in  the  Philippines  are  hereby  con- 
ceded to  be  on  active  service  in  the  Philippine  Army"  and  "a  recognized  military 
force  as  used  herein  is  defined  as  a  force  under  a  commander  who  has  been  ap- 
pointed, designated  or  recognized  by  the  Commander  in  Chief  of  the  Southwest 
Pacific  Area." 

The  effect  of  this  order  was  to  blanket  all  recognized  guerrillas  into  the  Philippine 
Army  and  automatically  into  the  armed  forces  of  the  United  States. 

Actually,  the  guerrilla  leaders  had  been  in  contact  with,  and  under  the  command 
of  General  MacArthur's  headquarters  since  August  1942  when  the  first  radio; 
contact  was  made  between  the  guerrillas  and  GHQ.  Orders  for  their  operations, 
•conduct,  and  transmission  and  handling  of  intelligence  data  came  regularly  from 
GHQ.  Leaders  of  United  States  military  districts  were  designated  by  General 
MacArthur  and  maintained  liaison  with  other  subordinate  guerrilla  commands 
throughout  the  islands.  Thus  Colonel  Fertig,  of  Mindanao,  was  named  com- 
mander of  one  military  district;  Colonel  Peralta,  of  Panay,  was  designated 
■commander  of  another.  They  were  at  all  times  considered  a  part  of  General 
MacArthur's  forces.  Commissions  and  promotions  were  issued  by  GHQ  from 
Australia  and  later  New  Guinea. 

(c)  When  official  recognition  was  extended  to  guerrilla  groups  after  the  liber- 
ation, it  was  extended  first  on  the  basis  of  established  recognition  of  military 
districts  and  second  in  the  case  of  units  not  distinctly  recognized  hitherto  (as  in 
Luzon  where  contact  with  GHQ  was  precarious  and  many  smaller  units,  not  in 
•contact  with  each  other  existed),  on  the  basis  of  the  criterion  "did  the  unit  seeking 
recognition  further  the  war  effort  of  the  United  States?" 

(d)  American  officers  were  in  command  of  all  the  major  guerrilla  units  of  the 
Philippines  and  issued  commands  in  the  name  of  General  MacArthur.  Colonel 
Peralta,  the  most  prominent  Filipino  leader,  was  recognized  and  designated  by 
General  MacArthur. 

(e)  During  the  Battle  of  Bataan,  General  MacArthur  broadcast  over  the 
Voice  of  Freedom  radio  the  following  message:  "War  is  the  great  equalizer  of 
men.  Every  member  of  my  command  shall  receive  equal  pay  and  allowances 
Taased  on  the  United  States  Army  pay  scale,  regardless  of  nationality." 

2.  Soon  after  liberation,  the  United  States  Veterans'  Administration  announced 
-officially,  on  the  basis  of  instructions  from  Washington,  that  Philippine  veterans 
were  entitled  to  all  benefits  from  the  bill  of  rights.  Actually,  none  of  these 
"benefits  was  ever  paid  because  of  the  absence  of  a  finance  officer  of  the  Veterans' 
Administration  in  the  Philippines. 

3.  The  Filipinos  at  all  times  considered  themselves  to  be  fighting  for  the 
United  States,  as  well  as  for  their  own  country.  The  Japanese  promised  the 
Filipinos  independence,  too.  Those  who  fought  considered  the  pledgss  of  the" 
United  States  and  American  principles  more  trustworthy  than  those  of  Japan.' 
Although  Filipinos  are  very  nationalistic,  they  are  very  conscious  of  their  ties  to 
the  United  States  and  the  existence  of  American  sovereignty  in  the  islands. 

4.  Philippine  veterans,  already  resentful  because  of  (1)  the  failure  of  the 
United  States  Government  to  take  up  guerrilla  scrip;  (2)  rescinding  of  order  No. 
21  equalizing  pay  with  that  of  United  States  troops;  and  (3)  delays  in  receiving 
back  pay,  were  violently  aroused  by  the  recent  disclosure  that  Congress  was  about 
to  deny  them  GI  bill  of  rights'  benefits.  Should  this  be  confirmed,  we  would 
lose  all  the  good  will  of  this  group  whose  members  will  be  the  leaders  of  new 
Philippines,  and  who  have  proved  themselves  our  most  substantial  adherents  in 
the  Philippines. 

5.  Unless  we  substantially  and  consciously  show  preference  and  concern 
for  the  veterans,  it  will  be  charged  that  we  are  favoring  the  collaborationists 
above  the  veterans,  since  the  business  community,  few  of  whose  members  served, 
in  the  armed  forces,  will  be  the  first  to  benefit  from  trade  revival.  The  fact  that 
business  rehabilitation  is  essential  for  economic  survival  will  not  be  immediately 
appreciated  by  the  veterans. 

6.  GI  bill  of  rights'  benefits  are  not  proposed  to  be  denied  to  Philippine  Scouts. 
Some  Philippine  Scouts  escaped  from  Bataan  to  the  hills  and  fought  as  part  of  the 
■guerrilla  forces  of  resistance.  To  award  them  bill  of  rights'  benefits  and  not  their 
comrades  would  point  up  the  glaring  discrimination. 

7.  It  is  also  pointed  out  in  the  Philippines  that  80,000  Puerto  Ricans  in  the" 
United  States  Army  will  get  benefits  under  the  GI  bill  of  rights.  The  Filipinos 
are  American  nationals.  Their  loyalty  will  stand  comparison  with  that  of  any 
other  Americans.     Their  sacrifices  exceeded  those  of  most  Americans. 
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8.  The  disbursal  of  $1,500,000,000  (the  maximum  obligation  estimated  by  the 
Budget  Bureau)  in  veterans'  benefits  over  the  next  50  years  should  be  con- 
sidered as  part  of  the  United  States  veterans'  bill,  rather  than  as  a  special  grant 
to  the  Philippines  as  a  nation.  There  should  be  no  objection  to  granting  the 
veterans  a  preferential  position  in  the  Philippine  economy.  The  retention  in 
American  hands  of  the  paymaster's  role  for  Philippine  veterans  will  insure  the 
United  States  a  powerful  hold  on  an  important  segment  of  the  Philippine  public 
for  years  to  come. 

9.  I  can  find  no  real  objection  to  the  provision  in  H.  R.  5618  for  payment  of 
benefits  to  Philippine  veterans  on  a  basis  of  peso  for  dollar,  since  the  Philippine 
peso  is  traditionally  the  equivalent  of  the  dollar,  although  at  the  present  moment 
the  purchasing  power  of  the  peso  in  the  Philippines  is  far  less  than  the  equivalent 
purchasing  power  of  a  dollar  in  the  United  States.  Actually,  of  course,  the  peso  is 
legally  and  permanently  tied  to  the  American  dollar  at  a  ratio  of  P2  to  $1.  Hence 
the  estimated  maximum  obligation  of  the  United  States  for  payment  of  GI 
benefits  to  the  Philippine  veterans  over  the  next  50  years  is  approximately 
$1,500,000,000,  according  to  figures  supplied  me  by  the  Bureau  of  the  Budget,  if 
the  peso-for-doUar  basis  is  used.  This  represents  less  than  1  percent  of  the  total 
obligation  of  the  United  States  for  all  veterans'  benefits  over  the  next  50  years,  on 
the  basis  of  present  commitments.  Philippine  Army  forces  made  up  approxi- 
mately 2  percent  of  the  total  armed  forces  of  the  United  States  during  the  war. 

10.  The  disbursals  of  some  of  the  GI  benefit  payments  could  be  managed  to 
meet  the  peculiar  social  and  economic  conditions  in  the  Philippines.  This  could 
be  accomplished  by  simple  legislative  and  executive  proviso. 

President  Truman's  statement 

The  rescission  bill  was  passed  and  sent  to  the  President  for  signature. 
He  considered  vetoing  the  bill  for  a  second  time,  this  time  on  account 
of  the  veterans'  provision.  Finally  he  approved  the  measure  but 
issued  the  following  statement  of  reassurance  to  Filipino  veterans: 

In  approving  H.  R.  5158,  I  wish  to  take  exception  to  a  legislative  rider  attached 
to  the  transfer  of  a  $200,000,000  item  for  the  pay  of  the  Army  of  the  Philippines. 

The  efi"ect  of  this  rider  is  to  bar  Philippine  Army  veterans  from  all  benefits 
under  the  GI  bill  of  rights  with  the  exception  of  disability  and  death  benefits 
which  are  made  payable  on  the  basis  of  1  peso  for  every  dollar  of  eligible  benefits. 
I  realize,  however,  that  certain  practical  difficulties  exist  in  applying  the  GI  bill 
of  rights  to  the  Philippines. 

However,  the  passage  and  approval  of  this  legislation  do  not  release  the  United 
States  from  its  moral  obligation  to  provide  for  the  heroic  Philippine  veterans  who 
sacrificed  so  much  for  the  common  cause  during  the  war. 

Philippine  Army  veterans  are  nationals  of  the  United  States  and  will  continue 
ih  that  status  until  July  4,  1946.  They  fought,  as  American  nationals,  under  the 
American  flag,  and  under  the  direction  of  our  military  leaders.  They  fought  with 
galantry  and  courage  under  most  difficult  conditions  during  the  recent  conflict. 
Their  officers  were  commissioned  by  us.  Their  official  organization,  the  Army  of 
the  Philippine  Commonwealth,  was  taken  into  the  armed  forces  of  the  United 
States  by  Executive  order  of  the  President  of  the  United  States  on  July  26,  1941. 
That  order  has  never  been  revoked  or  amended. 

I  consider  it  a  moral  obligation  of  the  United  States  to  look  after  the  welfare  of 
Philippine  Army  veterans. 

I  recognize,  of  course,  that  the  Commonwealth  government,  and  after  it,  the 
Government  of  the  Philippine  Republic,  have  obligations  to  these  veterans.  But 
the  Government  of  the  Philippines  is  in  no  position  today,  nor  will  it  be  for  a 
number  of  years,  to  support  a  large-scale  program  for  the  care  of  its  veterans. 

However,  in  recognition  of  the  practical  difficulties  faced  in  making  payments 
to  Philippine  Army  veterans  under  the  GI  bill  of  rights,  I  have  directed  the  Sec- 
retary of  War,  the  Administrator  of  Veterans'  Affairs,  and  the  United  States 
High  Commissioner  to  the  Philippines  to  prepare  for  me  a  plan  to  meet  these 
difficulties.  I  have  asked  that  this  plan  be  submitted  not  later  than  March  15. 
I  expect  to  request  Congress  to  make  such  provisions  as  are  necessary  to  imple- 
ment the  program  when  it  is  evolved. 

Harry  S.  Truman. 
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Interdepartmental  Committee  on  Philippine  P  eterans'  Affairs 

To  implement  this  statement  President  Truman  designated  an 
Interdepartmental  Committee  composed  of  the  Administrator  of  Vet- 
erans' Affairs,  the  Secretary  of  War,  and  the  High  Commissioner,  to 
propose  legislation  providing  for  a  practical  grant  of  suitable  benefits 
for  Filipino  veterans.  I  began  a  long  series  of  conferences  with  Gen- 
eral Bradley  and  Secretary  of  War  Patterson.  A  member  of  my  staff 
was  designated  to  work  with  the  legal  staff  of  the  Veterans'  Adminis- 
tration and  with  representatives  of  the  War  Department.  They 
finally  worked  out  an  interim  emergency  bUl  (S.  2235)  providing  the 
following: 

(1)  Authority  for  the  Veterans'  Administration  to  continue  to 

function  in  the  Philippines  after  independence. 

(2)  Hospitalization  benefits  for  Filipino  veterans  suffering  from 

service-connected  ailments. 

(3)  Burial  benefits  for  all  Filipino  veterans  upon  death. 

Additional  benefits  are  studied 

It  was  also  arranged  that  a  study  of  additional  benefits  be  conducted 
and  a  further  program  submitted  to  the  President  for  his  approval 
and  submission  to  the  Congress.  I  maintained  that  it  was  a  primary 
obligation  of  the  United  States  to  provide  for  the  Filipino  veterans 
who  had  fought  side  by  side  with  American  troops  in  the  defense  and 
liberation  of  the  Philippines,  comparable  benefits  to  those  granted 
American  veterans  who  had  fought  in  the  same  territories,  under  the 
same  command,  and  for  the  same  cause. 

The  interim  bill  made  slow  progress  through  the  Congress.  It  had 
not  passed  by  July  4.  It  was  finally  approved  by  the  Senate  and 
failed  in  the  House  by  the  objection  of  a  single  member  on  the  eve  of 
adjournment,  August  2,  1946.  One  of  the  largest  and  most  important 
problems  left  for  disposition  between  the  new  Philippine  Republic  and 
the  United  States  Government  remained  the  discharge  of  America's 
obligations  to  Filipino  veterans. 

In  addition  to  the  benefits  provided  under  the  GI  bill  of  rights, 
there  were  still  unsolved  on  July  4  the  questions  of  back  pay,  of  proper 
and  complete  recognition  of  guerillas,  the  redemption  of  guerilla  cur- 
rency, and  the  back  pay  of  USAFFE  veterans  who  had  become  gueril- 
las and  of  those  who  had  not.  These  problems  were  to  plague 
American  and  Filipino  officials  for  months  to  come. 

SURPLUS    PROPERTY 

The  question  of  the  disposition  of  surplus  property  located  in  the 
Philippines  was  being  dealt  with,  in  some  measure,  by  the  war-damage 
bill  under  consideration  by  the  Congress.  As  an  interim  matter, 
however,  I  was  able  to  arrange  while  in  Washington  for  the  extension 
to  the  Philippine  Government  of  a  credit  up  to  $30,000,000  for  the 
immediate  acquisition  of  such  surplus  property  as  could  be  used  by  the 
Government  in  rehabilitation  activities. 

Pursuant  to  this  credit,  the  Government  acquired  a  considerable 
number  of  tractors,  some  road-repair  equipment,  and  two  FS-type 
vessels.     All  of  this  equipment  was  later  lumped  into  the  "package" 
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of  surplus  property  transferred  to  the  Philippine  Government  under 
the  terms  of  the  surplus-property  agreement  of  September  1,  1946. 

Whether  through  the  fault  of  the  Philippine  Government  or 
American  officials,  surplus  property  was  not  used  as  intensively  as  it 
might  have  been  in  the  early  stages  of  the  rehabilitation  program. 
Vast  amounts  of  it  were  sold  to  private  dealers  in  block  quantities, 
by  the  shipload.  The  essential  items  in  these  sales  were  later  resold 
at  huge  profits.  Large  amounts  of  surplus  property  also  were  looted 
and  pilfered  and  found  their  way  into  the  black  market.  In  general 
this  was  one  of  the  most  vexing  problems  in  Philippine-American 
arrangements.  It  continued  to  be  a  source  of  difficulty  for  many 
months. 

SHIPPING 

One  of  the  most  crucial  bottlenecks  in  Philippine  rehabilitation  was 
the  absence  of  adequate  shipping.  The  only  interisland  shipping 
continued  to  be  operated  by  the  War  Shipping  Administration.  It 
was  desirable  that  shipping  be  returned  to  private  channels.  The 
War  Shipping  Administration  was  subsidizing  the  interisland  routes, 
operating  at  considerable  losses,  and  yet  was  deriving  little  public 
esteem  for  these  activities.  I  conveyed  these  facts  to  the  appropriate 
officials  in  Washington.  It  was  agreed  to  send  a  special  maritime 
mission  of  the  Foreign  Liquidation  Commission  to  Manila  to  expedite 
the  sale  and  disposal  of  ships  and  other  watercraft  to  private  indi- 
viduals in  an  attempt  to  normalize  shipping,  to  restore  the  fishing 
fleets,  and  to  return  shipping  in  general  to  private  hands.  This 
special  mission  was  to  have  available  a  pool  of  watercraft  for  sale 
to  China  and  to  UNR.RA,  as  well  as  to  the  Philippines.  This  pool 
was  to  consist  of  all  the  surplus  Army  and  Navy  bottoms  in  the  west 
Pacific  basin,  including  those  at  Guam,  Manus,  Okinawa,  and  on  the 
China  coast. 

These  and  other  matters  occupied  our  attention  in  Washington 
during  the  mission  which  had  been  scheduled  to  last  a  fortnight  but 
had  required  (largely  because  of  the  congressional  situation)  my 
remaining  in  the  National  Capital  until  well  into  April.  We  arrived  in 
Manila  on  April  18,  just  5  days  before  the  national  election. 

THE    PROPERTY    BILL 

During  my  stay  in  Washington  I  had  conferred  with  the  Legal 
Division  of  the  Interior  Department  concerning  a  measure  which  had 
to  be  submitted  to  Congress,  legalizing  the  retention  or  purchase  by 
the  United  States  Government  of  property  which  would  be  needed  to 
provide  office  and  housing  facilities  for  the  considerable  Federal 
agency  establishments  scheduled  to  be  involved  in  Philippine  rehabili- 
tation projects  after  independence. 

Legal  background 

Under  the  Tydings-McDuffie  Act,^®  the  United  States  Government 
was  called  upon  to  turn  over  to  the  Philippine  Government  prior  to 
independence  all  United  States  property,  with  the  exception  of 
diplomatic  and  consular  establishments,  naval  reservations  and  fueling 
stations  and,  under  the  terms  of  Public  Law  No.  380,  Seventy-eighth 

»  Sees.  10  (a)  and  (b). 
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Congress,  such  properties  as  would  be  required  for  the  maintenance  of 
Army  and  Navy  bases  following  negotiation  and  agreement  between 
the  two  Governments. 

Now,  however,  the  United  States  Government  was  faced  with  a 
new  situation.  The  United  States  had  title  to  vast  amounts  of  surplus 
property,  some  of  which  was  being  sold  to  UNRRA  and  to  foreign 
governments,  some  of  which  was  being  sold  to  private  individuals,  and 
$100,000,000  worth  of  which  was  to  be  turned  over  to  the  Philippine 
Government. 

The  War  Damage  Commission,  with  an  extensive  staff,  was  sched- 
uled to  be  operating  in  the  Philippines  for  a  considerable  number  of 
years.  The  Veterans'  Administration  was  scheduled  to  continue 
operations  in  the  Philippines  for  even  longer.  A  large  number  of 
other  agencies  including  the  Fish  and  Wildlife  Service,  the  Coast  and 
Geodetic  Survey,  the  Army  engmeers,  and  the  Public  Roads  Adminis- 
tration were  authorized,  under  the  terms  of  the  Tydings  Rehabilita- 
tion Act^^  to  function  in  the  Philippines  for  a  number  of  years.  Finally 
the  Alien  Property  Custodian,  with  considerable  holdings  of  formerly 
Japanese-owned  property,  had  to  continue  to  operate  in  the  Philippines 
to  liquidate  these  holdings  in  one  way  or  another. 

Headlines  in  Manila  over  property  bill 

To  meet  these  objectives  a  property  bill  was  framed  and  introduced 
in  the  Congress.  This  legislation  attracted  no  attention  at  first. 
One  day  in  Manila,  however,  at  the  height  of  the  election  campaign, 
one  of  the  daUy  newspapers  which  was  supporting  the  Osmena  can- 
didacy, headlined  a  disclosure:  the  pending  property  legislation. 
The  newspaper  labeled  this  bill  an  attempt  to  establish  United  States 
extraterritoriality  in  the  Philippines,  to  deprive  the  soon-to-be- 
Republic  of  its  sovereignty,  and  otherwise  to  dash  the  hopes  of 
independence. 

There  was,  of  course,  no  such  intention  on  the  part  of  the  sponsors 
of  the  bill.  Nevertheless,  in  the  climactic  moments  of  an  election 
campaign  there  was  little  opportunity  to  clarify  the  purpose  of  this 
measure.  The  property  bill  continued  to  be  a  center  of  violent 
controversy  throughout  the  remainder  of  the  political  campaign, 
despite  the  efforts  of  the  High  Commissioner's  office  to  explain 
United  States  readiness  to  modify  the  bill  to  meet  all  objections. 

Alien  property  bill 

After  the  election  and  qualification  of  President  Roxas,  this  measure 
was  completely  redrafted.  It  was  given  a  new  title,  the  Philippine 
Property  Act  of  1946,  and  enacted  without  further  ado.  This  bill  in 
its  final  form  (now  Public  Law  485)  authorized  the  Federal  agencies 
to  retain  or  acquire  properties  essential  for  their  operations,  authorized 
the  Alien  Property  Custodian  to  continue  to  operate  in  the  Philippines 
after  independence,  and  finally  authorized  the  latter  official,  with  the 
concm-rence  of  the  President  of  the  United  States,  to  transfer  at 
nominal  cost  to  the  Philippine  Government  such  former  Japanese- 
owned  property  as  could  be  freed  of  legal  incumbrances,  and  specifi- 
cally to  transfer  at  the  earliest  possible  date  all  agricultural  lands  held 
by  the  Alien  Property  Custodian.  These  included  the  valuable  abaca- 
s' Public  Law  No.  370,  79th  Cong. 
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growing  lands  in  the  Davao  area.^*  Those  properties  were  eventually- 
transferred  to  the  Philippine  Government  upon  the  payment  by  the 
Philippine  Government  of  the  sum  of  $1. 

The  passage  of  this  legislation  clarified  still  another  critical  question 
in  Philippine-American  relations  and  highlighted  the  benevolent  policy 
and  intentions  of  the  United  States  Government  toward  the  Philip- 
pines. 

IMMIGRATION    AND    NATURALIZATION    LEGISLATION 

,  In  early  1945,  there  was  introduced  into  the  United  States  Congress 
a  revised  version  of  a  bill  which  had  been  regularly  proposed  over  the 
past  10  years,  a  bill  to  permit  Filipinos  in  the  United  States  to  become 
naturalized  citizens  of  the  United  States.  This  bill  also  provided  for 
a  permanent  immigration  quota  for  Filipinos. 

Under  the  Tydings-McDuffie  Act,  50  Fihpinos  annually  were 
admitted  into  the  United  States  as  permanent  immigrants,  but  none 
of  them  was  ehgible  for  naturalization.  In  late  1945,  Congress 
approved  legislation  establishing  an  immigration  quota  for  Chinese 
and  authorizing,  for  the  first  time,  the  naturalization  of  Chinese  as 
American  citizens. 

It  was  on  the  basis  of  this  precedent  that  I  urged  congressional 
approval  of  the  legislation  authbrizing  the  naturalization  of  Filipinos 
and  establishing  a  permanent  immigration  quota  for  Filipinos  similar 
to  that  established  for  Chinese,  After  many  delays  this  bill  was 
finally  approved  by  both  Houses  and  signed  by  the  President.^^ 

The  enactment  of  this  measure  removed  one  of  the  most  glaring 
discriminations  practiced  by  the  United  States  against  the  Filipino 
people  and  eliminated  a  perpetual  source  of  discontent.  Especially 
in  view  of  the  heroic  role  the  Filipinos  had  played  in  America's 
darkest  hour  and  their  forthcoming  status  as  an  independent  aUy 
of  the  United  States,  the  continuance  of  a  naturalization  barrier 
against  them  was  intolerable.  Moreover,  without  the  passage  of 
this  legislation,  no  Filipinos  would  have  been  permitted  to  enter 
the  United  States  as  immigrants  beginning  on  July  4,  1946,  when  the 
quota  provided  by  the  Tydings-McDuffie  Act  would  have  automati- 
cally lapsed. 

XII.  THE  NATIONAL  ELECTION 

ELECTION    LAW 

Legal  background 

The  first  and  most  important  problem  facing  the  Philippines  in  the 
late  summer  and  early  fall  of  1945  was  the  restoration  of  "normal 
civil  processes  of  government."  It  was  true  that  the  Commonwealth 
Government  had  been  reestablished  and  had  resumed  complete  juris- 
diction over  the  civilian  affairs  of  the  islands.  Yet  the  whole  con- 
stitutional basis  of  the  authority  of  the  administration  in  office  was 
the  election  held  in  November  1941. 

Under  the  terms  of  United  States  Public  Law  186,  Seventy-eighth 
Congress,  enacted  in  1943,^°  to  permit  President  Quezon  to  continue 

58  Agreement  on  this  subject  between  High  Commissioner  McNutt  and  President  Roxas  was  announced 
on  June  14,  1946.  The  texts  of  the  statements  issued  on  that  occasion  are  found  on  p.  150  of  the  appendix, 
this  report. 

«e  Pubhc  Law  483,  79th  Cong. 

«"  See  ch.  II,  The  Presidency,  p.  4,  this  report. 
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in  office,  he  was  authorized  to  continue  in  office  until  "orderly  demo- 
cratic processes  were  restor«ed"  in  the  Philippines  and  until  his  suc- 
cessor, elected  by  constitutional  methods,  could  "qualify."  President 
Quezon  died  and  was  succeeded  by  President  Osmena.  Without 
Public  Law  186,  the  Quezon-Osmena  term  would  have  automatically 
ended  on  November  15,  1945. 

The  legislature 

The  Philippine  Senate,  like  the  United  States  Senate,  is  composed  of 
three  sectors,  each  sector  elected  every  2  years,  each  senator  holding 
office  for  6  years.  The  terms  of  one-third  of  the  senate's  total  mem- 
bership of  24  had  theoretically  expired  in  December  1943.  The  terms 
of  another  one-third  of  the  senate  were  scheduled  to  expire  at  the 
end  of  December  1945.  Yet  in  the  late  summer  of  1945,  nothing  had 
been  done  to  call  a  general  election. 

It  is  true  that  until  August  15,  1945,  and  even  later,  considerable 
sections  of  the  Philippines  continued  to  be  held  by  Japanese.  More- 
over, transportation  and  communications  were  completely  disrupted. 
The  holding  of  a  general  election  under  such  conditions  would  have 
been  most  difficult  if  not  absolutely  impossible. 

Demand  for  a  general  election 

However,  a  clamor  arose  in  the  Philippines  for  the  holding  of  a 
general  election.  It  was  even  proposed  that  the  election  be  held  in 
those  areas  that  were  free  of  the  enemy,  omitting  entirely  the  areas 
that  were  occupied  or  otherwise  inaccessible.  President  Osmena 
resisted  this  appeal.  It  was  said  by  his  opponents  that  he  resisted 
because  he  feared  the  popularity  of  the  candidate  of  the  opposition, 
Senate  President  Manuel  Roxas. 

When  I  assumed  office  in  September  1945  I  ascertained  that  the 
time  for  a  general  election  should  be  imminent.  No  Japanese  forces 
except  stragglers  remained  in  the  Philippines.  Although  communica- 
tions and  transportation  were  still  inadequate,  the  supreme  advis- 
ability of  holding  a  general  election  as  soon  as  possible  was  obvious, 
in  order  that  the  officials  of  the  Government  could  have  a  mandate 
from  the  electors.  It  was  impossible  to  tell  what  the  effect  of  4  years 
of  war  had  had  on  national  issues  and  on  national  sentiment.  In 
order  to  proceed  with  the  process  of  rehabilitation  and  national  recon- 
struction, it  was  desirable  that  those  issues  be  presented  to  the  people 
and  be  decided. 

Some  political  circles  reported  that  President  Osmena  hoped  to 
delay  a  national  election  until  such  time  as  he  was  confident  of  re- 
election. I  did  not  credit  this  report  and  had  no  reason  to  believe 
that  President  Osmena  himself  reflected  this  viewpoint.  Nevertheless, 
there  was  an  apparent  lack  of  enthusiasm  on  the  part  of  administration 
leaders  to  make  preparations  for  the  holding  of  an  election. 

Legal  difficulties 

Granting  that  no  election  could  practicably  be  held  on  the  legally 
provided  date  of  September  15,  1945,  there  was  no  indication  of  an 
intention  to  hold  an  election  at  any  other  date.  The  Philippine 
Congress  was  deadlocked  over  the  matter.  It  might  be  considered 
improper  for  the  President  to  issue  an  executive  order  under  his 
emergency  war  powers,^^  setting  a  date  for  his  own  election,  even  if  he 

»>  See  Emergency  war  powers,  p.  103,  this  report. 
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were  willing  to  do  so.  As  far  as  the  Philippine  Congress  was  concerned, 
one-third  of  the  members  of  the  senate  were  already  out  of  ofRce  (some 
of  those  members  maintained  that  they  still  held  office  under  a 
questionable  interpretation  of  U.  S.  Public  Law  186)  and  several- of  the 
other  members  of  the  senate  were  under  a  cloud  because  of  collabo- 
rationist charges. 

While  still  in  Washington  in  October  and  November  of  1945  I  con- 
ferred at  length  with  the  Secretary  of  the  Interior  and  with  President 
Osmena  himself.  Other  conferences  were  held  with  legislative  leaders 
of  Congress.  It  was  determined  to  request  the  United  States  Congress 
to  enact  legislation  setting  a  date  for  a  national  election  in  the  Philip- 
pines. The  United  States  Government  maintained  the  position  that 
the  Philippine  Congress,  except  for  one-third  of  the  Philippine  Senate,, 
would  cease  to  have  legal  existence  in  January  1946,  and  hence  an 
early  election  was  imperative.  This  position  was  opposed  by  the 
Speaker  of  the  Philippine  House,  Mr.  Jose  Zulueta,  and  by  some  of 
his  supporters,  but  President  Osmena  tacitly  conceded  the  position 
taken  by  the  legal  authorities  of  the  United  States  Government. 

Senate  Joint  Resolution  119 

In  November  1945  a  joint  resolution  was  introduced  into  the 
United  States  Congress  providing 'the  following: 

1.  That  a  national  election  be  held  in  the  Philippines  for 
President,  Vice  President,  members  of  the  house  of  representa- 
tives, and  two-thirds  of  the  members  of  the  senate. 

2.  Such  election  should  take  place  not  later  than  April  30. 

3.  The  new  President  of  the  Philippines  should  take  office  not 
later  than  May  28,  and  the  new  congress  should  convene  not 
later  than  May  28. 

This  bill  speedily  passed  the  House,  and  went  to  the  United  States- 
Senate  for  action. 

Philippine  congress  acts 

Meanwhile,  however.  President  Osmena  called  a  special  session  of 
the  Philippine  Congress  and  proposed  that  the  Philippine  CongTesa 
itself  provide  for  a  national  election,  following  the  general  lines  of  the 
United  States  legislation.  The  Philippine  Congress,  thereupon,  pro- 
vided for  a  national  election  to  be  held  on  April  23,  for  the  new  con- 
gress to  convene  on  May  23,  and  the  new  President  to  be  inaugurated 
on  May  28.  This,  in  my  judgment,  was  the  most  important  step  yet 
taken  for  the  preparation  of  the  Philippines  for  independence. 

THE    ELECTION 

On  January  5,  1946,  President  Osmena  signed  the  Philippine  con- 
gressional measure  providing  for  the  national  election.  "  Passage  had 
been  effected  only  after  a  bitter  political  fight.  The  special  session 
which  had  been  called  to  consider  the  election  bill  had  been  twice 
extended  because  of  the  failure  of  Congress  to  come  to  an  agreement. 

The  reason  for  the  disagreement  was,  of  course,  obvious.  It  was 
apparent  that  Senator  Roxas  was  to  be  a  candidate  against  President 
Osmena.  With  Roxas  in  control  of  the  senate,  intensive  jockeying 
occurred  between  the  two  houses  on  the  basis  of  the  two  candidacies,, 
both  of  which  were,  paradoxically,  within  the  ranks  of  the  Nacion- 
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alista  Party.  It  was  not  envisioned  at  that  time  how  the  intraparty 
spUt  would  work  out.  E,oxas'  partisans  wanted  insurance  in  the 
election  bill  for  an  allocation  of  election  inspectors  in  case  Roxas 
should  decide  to  run  on  a  ticket  other  than  the  Nacionalista  ticket. 
This  seemed  inevitable  in  case  Osmena  should — and  it  seemed  likely — 
retain  control  of  the  Nacionalista  Party  machinery  and  win  the 
nomination  in  convention. 

Another  point  of  controversy  was  the  soldier  vote.  The  soldiers 
were  believed  to  be  predominantly  pro-Roxas.  Traditionally  the 
members  of  the  regular  Commonwealth  Army  had  been  barred  from 
voting  in  order  to  keep  them  from  meddling  in  politics.  Now, 
however,  a  prewar  army  of  10,000  had  become  an  army  of  several 
hundred  thousand.  These  two  controversial  points  were  settled  by 
the  following  compromise:  All  members  of  the  Philippine  Arni}^ 
except  those  of  the  regular  Philippine  Army  were  entitled  to  vote; 
if  the  majority  party  should  be  divided  into  factions  of  a  national 
character  with  candidates  for  President,  Vice  President,  and  senators, 
each  faction  woiild  have  one  election  inspector. 

Even  after  the  passage  by  the  Philippine  Congress  of  the  election 
bill  and  the  appropriation  of  F5, 000, 000  to  cover  all  necessary  ex- 
penses, there  remained  doubts  as  to  the  physical  possibilities  of  holding 
the  election.  A  new  list  of  voters  had  to  be  made  up.  This  required 
a  new  registration.  Official  ballots  had  to  be  printed  and  distributed, 
despite  the  shortage  of  paper  and  the  complete  disruption  of  transport 
and  means  of  communication.  Polling  places  had  to  be  set  up  through- 
out the  islands.  School  buildings  and  city  halls,  which  had  been  polling 
places  before  the  war,  were  destroyed  or  unusable.  Nevertheless, 
preparations  proceeded  and,  it  turned  out,  were  successfully  made. 

Roxas  opens  campaign  headquarters 

On  December  22,  1945,  Roxas  opened  campaign  headquarters  and 
said  that  he  had  made  '^the  decision  to  run."  There  followed  frenzied 
weeks  of  negotiation  by  mediators  who  sought  to  reunite  the  two 
opposing  factions.  Roxas  was  offered  second  place  on  the  Osmena 
ticket,  but  declined.  There  were  rumors  that  an  offer  had  been  made 
that  if  Roxas  would  agree  to  be  candidate  for  Vice  President,  Osmena 
would  agree  to  resign  after  6  months  of  the  new  term.  Speaker  of 
the  House  Jose  Zulueta  and  Secretary  of  National  Defense  Alfredo 
Montelibano  were  the  chief  negotiators. 

For  a  time  it  was  believed  that  the  negotiations  would  be  success- 
fully concluded.  An  agreement  was  almost  reached  for  both  Roxas 
and  Osmena  to  submit  themselves  to  the  decision  of  the  Nacionalista 
Party  convention,  but  an  insurmountable  obstacle  was  struck  when 
the  question  arose  as  to  how  the  delegates  to  the  convention  would  be 
selected.  Roxas'  partisans  urged  Osmena  to  withdraw  from  the 
Presidency  and  to  become  a  candidate  for  Vice  President.  This  offer 
was  rejected.  The  Roxas  headquarters  were  certain  of  Roxas' 
election.  At  the  start  of  the  campaign  the  Osmena  supporters  were 
less  certain. 

Finally,  the  Nacionalis^  Party  was  convened  in  convention  and 
nominated  Osmena  by  acclamation,  with  the  Roxas  members  of  the 
party  abstaining.  The  Roxas  group  convened  in  a  separate  gathering, 
adopting  the  name  of  Nacionalista  Party  (Liberal  Wing)  which,  in 
practice,  became  shortened  to  "Liberal  Party."     This  group  met  on 
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January  19,  1946.  More  than  2,000  delegates  unanimously  approved 
the  nomination  of  Manuel  Roxas  for  President  and  Senator  Elpidio 
Quirino  for  Vice  President  and  approved  a  slate  of  50  names  for  the 
senate  from  which  the  party  directorate  was  authorized  to  select  16. 
The  Nacionalista  Party  (Osmena  group)  nominated  Senator  Eulogio 
Rodriguez  for  the  Vice  Presidency. 

Liberal  Party  platform 

The  Liberal  Party  platform  contained  a  33-point  program  of  which 
the  following  were  the  chief  points: 

1.  We  abhor  fascism  and  we  are  against  any  attempt  to  introduce  fascistic 
tendencies  in  the  Government. 

2.  We  are  fighting  for  clean  government.  The  administration  not  only  is 
incapable  of  preventing  corruption  in  the  Government  but  also  is  incapable  of 
punishing  those  guilty  of  corruption.  *  *  *  "phe  administration  has  destroyed 
the  civil  service. 

3.  We  protest  against  the  use  of  power  for  putting  into  office  men  who  are 
merely  used  for  getting  votes  and  against  the  uses  of  public  funds  for  electioneering 
purposes.     *     *     * 

4.  We  advocate  the  following : 

(a)  Adherence  to  the  Constitution  and  democratic  processes; 

(b)  Upholding  of  the  four  freedoms ; 

(c)  Punishment  of  collaborators ; 

(d)  Gradual  breaking  up  of  big  estates  for  settlers; 

(e)  Revision  of  the  taxation  system  to  place  the  burden  of  the  tax  on 

those  who  have  the  capacity  to  pay; 
(/)  Husbanding  of  the  human  resources  of  the  nation  by  the  state ; 
(g)   Investment  of  American  capital  on  the  same  basis  as  Filipino  capital; 

and 
(h)   Revision  of  the  present  tenancy  system  as  "an  undesirable  remnant 

of  feudalism." 

5.  We  reaffirm  our  loyalty  to  the  United  States  and  our  gratitude  to  the  Ameri- 
can people,  and  endorse  without  reservation  all  agreements  entered  into  and 
approved  by  the  United  Nations  Organization. 

Nacionalista  Party  platform 

The  Nacionalista  Party  adopted  a  program  based  on  the  following 
highlights: 

1.  The  Nacionalista  Party  is  irrevocably  committed  to  the  independence  of 
the  Philippines  on  July  4,  1946. 

2.  The  condition  of  peace  and  order  will  be  improved  to  speed  up  rehabilitation. 

3.  The  People's  Court,  which  was  set  up  to  try  treason  cases,  will  continue 
to  perform  its  function  with  competence  and  dignity. 

4.  The  presence  here  of  American  naval  and  military  bases  is  a  factor  that  will 
naturally  keep  alive  the  interest  of  that  great  nation  in  our  land  after  independence. 

5.  The  cornerstone  of  our  foreign  policy  will  be  the  maintenance  of  friendly 
relations  with  the  United  States,  whose  altruism  has  made  possible  the  establish- 
ment of  the  Republic  of  the  Philippines. 

6.  Entry  of  American  as  well  as  foreign  capital  into  the  Philippines  will  be 
looked  upon  with  favor. 

7.  We  believe  that  the  only  form  of  government  that  can  in  fact  promote  the 
well-being  of  the  people  is  a  constitutional  democracy.  *  *  *  We  condemn 
the  ideas  and  practices  of  fascism.     *     *     * 

8.  We  believe  that  the  Philippines  owes  its  existence  and  its  coming  independ- 
ence to  its  gallant  heroes  of  1896;  *  *  *  and  to  the  freedom-loving  people  of 
the  United  States,  and  their  great  liberal  leaders,  the  late  President  Roosevelt 
and  his  worthy  successor,  President  Harry  S.  Truman. 

Di^erences  between  the  two  parties 

In  essence  the  two  platforms  were  virtually  indistinguishable. 
Both  parties  advocated  independence,  social  justice  for  the  under- 
privileged, loyalty  to  the  United  States,  and  welcomed  the  investment 
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of  American  capital  in  the  Philippines.  Both  parties  advocated, 
punishment  of  true  collaborationists,  and  the  continued  functioning 
of  the  People's  Court  against  collaborationists.  Both  parties  favored 
clean  government,  restoration  of  peace  and  order,  government  initia- 
tive in  rehabilitation  and  reconstruction,  and  special  consideration  for 
Filipino  veterans.  There  was  no  single  issue  on  which  the  two  parties 
radically  differed.  Their  philosophy  of  government  was  similar  and 
their  pledges  rang  the  same  notes. 

Minority  parties 

The  Philippine  political  scene  had  long  been  characterized  by  the 
existence  of  one  dominant  party  and  numerous  "splinter  parties." 
These  splinters  have  been  traditionally  leftist  in  political  philosophy 
and  like  the  major  party,  ' 'personalis ta"  in  adherence  to  a  particular 
personal  leadership. 

At  the  start  of  the  national  election  campaign  in  the  late  winter 
of  1945  there  were,  in  addition  to  the  Nacionalista  Party,  the  following 
political  groups:  The  Democratic  Alliance,  the  Popular  Front,  the 
Labor  Party,  the  Democrata  Party,  and  the  Liberal  Party.  Many  of 
these  parties  were  merely  the  minor  remnants  of  parties  which  had 
once,  like  the  Democrata  Party,  had  considerable  foUowings  in  the 
Philippines. 

There  were  also  a  number  of  other  organizations  which  were  osten- 
sibly nonpartisan  and  nonpolitical  in  natui-e  which  became  political 
factions.  These  included  the  Young  Philippines  League,  the  Peasants 
Union,  the  Congress  of  Labor  Organizations,  and  the  Hukbalahaps. 
Individual  veterarj,s'  organizations,  of  which  there  were  almost  three- 
score, also  represented  organized  political  forces.  These  groups  all 
lined  up  for  either  one  or  the  other  of  the  major  political  factions. 

The  following  division  took  place:  For  Roxas:  Labor  Party,  Liberal 
Party,  Democrata  Party,  and  the  Popular  Front.  For  Osmena; 
Democratic  Alliance,  Hukbalahaps,  Peasants  Union,  and  a  part  of 
the  Popular  Front.  The  Democratic  Alliance-Hukbalahaps-Peasants 
Union-CLO  complex  was  probably  the.  most  powerful  and  was  able  to 
exact  a  high  price  for  its  support  for  the  Osmena  leadership.  That 
price  was  in  terms  of  representation  on  the  party  ticket  and  designa- 
tion of  campaign  techniques. 

The  campaign 

The  campaign,  as  it  progressed,  brought  out  some  basic  differences 
between  the  two  parties  although,  as  is  traditional  in  Philippine 
politics,  the  main  issue  was  a  personal  one,  whether  Roxas  or  Osmena 
should  be  the  leader  of  the  Filipino  people.  The  Roxas  group  thun- 
dered that  Osmena  was  old,  incompetent  and  incapable  of  taking  the 
vigorous  action  that  was  required.  It  was  commonly  charged  that 
Mrs.  Osmena  was  the  real  power  in  Malacanan. 

The  Osmena  spokesmen  charged  that  Roxas  was  tarred  with  the 
brush  of  collaborationism,  that  he  was  secretly  against  independence, 
and  that  America  would  not  grant  aid  to  the  Philippine  Government 
if  Roxas  were  elected  President  on  account  of  his  having  held  a  post 
in  the  puppet  government.  It  was  asserted  that  Roxas  was  a  mystic 
and  considered  himself  a  man  of  destiny,  that  he  was  a  Fascist  and 
that  he  was  supported  by  "big  interests."  The  Roxas  adherents 
countered  with  declarations  that  the  Osmena  administration  was 
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characterized  by  graft  and  corruption,  that  under  Osmefia  the  veter- 
ans had  been  neglected,  that  the  Osmena  administration  had  done 
nothing  to  advance  rehabihtation  and  reconstruction  and  was  para- 
lyzed by  incompetence  and  finally  that  no  concrete  program  had  been 
advanced  for  achieving  "social  justice"  for  the  masses. 

Roxas  promised  a  "GI  bill  of  rights"  for  Filipino  veterans,  a  liberal 
prograrm  of  social  legislation,  including  the  purchase  of  landed  estates 
and  their  distribution  to  the  tenants,  and  promised  to  get  a  billion- 
dollar  loan  from  the  United  States  Government  to  finance  rehabilita- 
tion projects. 

The  Osmena  campaign  was  mainly  defensive,  stressing  the  long 
service  of  President  Osmena  to  his  country  and  the  gratitude  which 
he  deserved  at  the  hands  of  his  countrymen,  his  service  as  a  member 
of  the  government  in  exile,  his  acceptability  in  Washington,  and  the 
greater  ease  with  which  he  could  get  aid  from  the  United  States, 
"Osmenistas"  charged  that  if  Roxas  were  elected,  the  dissident  ele- 
ments in  central  Luzon  would  never  be  pacified  and  that  a  revolution 
might  well  result.  Roxas,  on  the  other  hand,  promised  to  bring  peace 
and  order  back  to  the  Philippines  within  90  days  by  a  combined  pro- 
gram of  social  justice  and  stern  repressive  measures  against  lawless 
and  uncompromising  elements. 

The  campaign  was  bitter  and  personal.  Portions  of  the  American 
press  reported  the  campaign  as  one  fought  on  the  issue  of  collabora- 
tionism.  This  was  a  misrepresentation  of  the  situation.  There  were 
individuals  under  indictment  for  collaboration  in  both  camps,  with 
perhaps  a  slightly  larger  number  of  the  more  prominent  ones  among 
the  Roxas'  supporters;  Roxas,  himself,  was  not  believed  to  be  a 
collaboi-ationist  by  the  majority  of  the  Filipinos. 

United  States  Government  maintains  "hands  off"  attitude 

During  most  of  the  campaign  I  was  in  Washington  seeking  to 
accelerate  congressional  action  on  the  trade  rehabilitation  and  war 
damage  bills.  A  climax  of  the  political  contest  came  with  the  charge 
by  one  of  the  Osmena  adherents  that  if  Roxas  were  elected,  not  a 
cent  of  United  States  aid  would  go  to  the  Philippines.  It  was  charged, 
moreover,  that  Roxas  would  be  unable  to  get  even  a  visa  to  go  to 
the  United  States  because  of  his  alleged  collaborationist  record. 

I  felt  it  incumbent  upon  me  to  issue  a  statement  from  Washington 
asserting  that  regardless  of  whom  the  Filipino  people  selected  as  their 
President  in  a  free  and  open  election,  America  would  fulfill  its  obli- 
gations to  the  Filipino  people.  Simultaneously  Consul  General  Stein- 
torf  issued  a  statement  asserting  that  no  Filipino  could  presume  to 
say  whether  or  not  the  United  States  would  issue  a  visa  to  Roxas  or 
to  any  other  individual.     The  press  statement  from  my  office  follows: 

February  26,  1946. 

United  States  High  Commissioner  Paul  V.  McNutt,  commenting  on  a  United 
Press  report  quoting  Tomas  Cabili,  Philippine  political  figure,  on  the  United 
States  Government's  attitude  toward  the  contestants  in  the  forthcoming  Philip- 
pine national  election,  said  tonight  "The  United  States  Government  has  already 
expressed  its  official  attitude  toward  the  Philippine  elections  in  two  words, 
'hands  off.'  " 

_  We  neither  support  directly  or  indirectly  any  candidate  nor  do  we  look  with 
disfavor  directly  or  indirectly  on  any  candidate. 

The  United  States  Government  will  carry  out  its  pledge  of  aid  to  the  Philippine 
people  regardless  of  whom  they  choose  as  their  next  President.  That  is  for  the 
people  to  decide. 
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We  have  every  confidence  that  the  people  of  the  PhiHppines,  who  strove  so 
valorously  for  democracy  during  the  war,  will  make  their  choice  wisely  and  in  the 
best  traditions  of  democracy  and  of  the  historic  friendship  between  the  people  of 
the  United  States  and  of  the  Philippines. 

Roxas'  partisans  thereupon  began  spreading  the  word  that  Roxas 
was  the  candidate  of  the  High  Commissioner.  On  the  very  eve  of 
the  election,  the  official  spokesman  of  the  High  Commissioner's  office 
issued  a  statement  denying  this  assertion.^^ 

I  repeated  time  and  again  the  declaration  that  the  United  States 
Government  was  taking  no  part  in  the  political  campaign,  that  the 
United  States  favored  no  individual  candidate  and  was  interested 
only  in  the  holding  of  a  free  and  open  election  so  that  the  Filipino 
people  might  make  their  choice  in  the  best  democratic  tradition.  I 
felt  it  important  to  emphasize  this  point — and  I  was  supported  in  this 
by  President  Truman- — because  I  felt  that  the  holding  of  a  free  and 
democratic  election  was  perhaps  the  most  vital  need  of  the  Filipino 
people  at  this  critical  time  in  their  history. 

No  United  States  Army  intervention 

There  were  rumors  that  the  American  Army  would  intervene  in  the 
election  and  would  be  called  upon  to  stand  watch  over  the  ballot  box. 
A  report  that  the  Eighty-sixth  Division,  the  only  major  combat  unit 
in  the  Philippines,  had  been  mobiUzed  for  instant  action  was  given 
wide  currency  in  the  Philippines  and  also  in  the  United  States.  This 
report  was  officially  and  vehemently  denied.  It  was  ascertained  to 
have  been  based  on  a  remark  of  a  subordinate  officer  who  was  attempt- 
ing to  drum  up  morale  in  his  unit.  Actually,  for  several  days  before 
the  election,  American  troops  were  ordered  confined  to  their  encamp- 
ment to  forestall  any  possible  incident  or  charge  of  intervention. 

The  great  majority  of  the  Manila  press — in  fact,  every  Manila 
newspaper  which  espoused  a  candidate  with  the  exception  of  one- 
favored  the  candidacy  of  President  Osmena.  The  one  paper  which 
was  for  Roxas  was  publicly  known  to  be  owned  by  him.  On  the  eve 
of  the  election  most  of  the  press  predicted  an  Osmena  victory. 

Law  and  order  during  campaign 

Despite  the  violence  of  the  campaign  there  had  been  practically  no 
disorders  and  few  instances  of  physical  violence.  The  campaign  was 
bitter  but  conducted  in  a  democratic  manner.  This  was  a  source  of 
wonder  and  gratification  to  me  in  the  face  of  the  emotional  and  physical 
crises  through  which  the  FUipino  people  had  so  recently  passed. 
There  was  one  exception  to  this,  however.  Sporadic  violence  con- 
tinued to  be  reported  from  the  "no  man's  land"  of  central  Luzon 
where  the  Hukbalahaps  and  other  groups  held  sway.  Clashes  between 
armed  bands  of  alleged  Hukbalahaps  and  the  military  police  continued. 
Press  reports  of  kidnaping  and  murder  appeared  almost  daily  from 
this  area,  although  some  of  these  reports  were  doubtless  based  on 
rumors  rather  than  on  fact. 

Candidacy  of  Hilario  C.  Moncado 

Although  the  contest  was  rather  entirely  a  two-party  affair,  between 
the  Roxistas  and  the  Osmenistas,  the  election  was  not  lacking  in  a 
third  party  candidate.  "General"  Hilario  C.  Moncado,  under  indict- 
ment for  collaboration,  was  the  official  nominee  of  the  Modernist 

•2  The  text  of  this  statement  is  found  on  p.  154,  appendix  of  this  report. 
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Party,  a  political  entity  spawned  spontaneously  from  Moncado's 
imaginative  mind.  Moncado,  a  colorful  character  with  apparently 
limitless  funds  drawn  largely  from  business  enterprises  in  Hawaii  and 
on  the  west  coast  of  the  United  States,  had  been  a  candidate  for  the 
presidency  in  1941,  and  had  received  approximately  100,000  votes. 
He  became  a  candidate  again  in  1946,  this  time  with  the  prestige  of 
the  self-bestowed  rank  of  five-star  general  in  the  "Crusader's  Army."" 
"General"  Moncado  stumped  large  sections  of  the  Philippines,  on  a 
platform  of  permanent  Dominion  status  for  the  Philippines.  The 
fact  that  he  was  under  indictment  for  disloyalty  to  the  United  States 
did  not  prevent  him  from  flooding  the  islands  with  brochures  urging^ 
permanent  political  association  with  the  United  States. 

His  candidacy  was  not  seriously  regarded  by  the  majority  of  the 
Filipino  people. 

The  voting 

On  April  23,  the  electorate  went  to  the  polls.  Preelection  predic- 
tions generally  favored  Osmena.  Roxas  was  believed  to  have  strength 
only  in  Manila,  and  in  his  own  part  of  the  Visayan  islands  group  (he 
is  a  native  of  Capiz,  Panay). 

Returns  came  in  slowly  from  the  provinces.  Roxas  sprang  into 
an  early  lead  in  Manila,  a  lead  which  reached  the  unexpected  total 
of  50,000.  As  the  returns  trickled  in,  Roxas'  lead  mounted,  instead 
of  shi-unk.  The  Roxas'  plurality  became  100,000  and  then  150,000. 
A  lopsided  majority  in  the  house  of  representatives  seemed  assured 
for  his  faction.  The  senate  also  appeared  captured  by  the  Liberal 
Party. 

When  the  final  results  were  finally  tabulated,  weeks  later,  Roxas 
bad  polled  1,333,011  votes  to  1,129,884  for  the  incumbent,  President 
Osmena.  "General"  Moncado  had  8,534  votes.  Senator  Quirino, 
Eoxas'  running  mate,  trailed  behind  his  leader.  For  a  time  it  was 
thought  possible  that  Senator  Eulogio  Rodriguez,  the  Nationalist 
Party  candidate  for  Vice  President,  might  win,  even  though  Osmena's 
defeat  was  apparent,  In  the  end,  Quirino  polled  1,161,595  to  1,051,- 
203  for  Rodriguez. 

Roxas  partisans  won  68  of  the  98  seats  in  the  house  of  represent- 
atives and  10  of  the  15  senate  seats  contested.  There  was  no  question 
of  the  sweeping  nature  of  the  Roxas  victory,  even  though  the  numer- 
ical voting  was  relatively  close.  A  total  of  2,471,000  votes  had  been 
cast,  a  remarkable  turn-out  in  view  of  the  difficulties  encountered  in 
voting. 

Comparatively  orderly  election 

The  voting  had  been  relatively  peaceful,  except  in  the  central 
Luzon  Provinces  where,  according  to  reports,  mass  terrorism  had 
been  noted.  The  people  had  voted  their  convictions,  despite  the 
all-out  use  of  Government  machinery  in  favor  of  the  incumbent. 
It  was  a  brilliant  justification  of  democratic  procedures,  and  was- 
hailed  and  accepted  as  such  by  the  vast  majority  of  the  people,  includ- 
ing those  who  had  favored  Osmena.  The  press,  which  the  day  before 
had  been  labeling  Roxas  a  Fascist  and  had  been  hinting  darkly  of 
revolution  if  he  won,  urged  national  unity  behind  the  new  Chief 
Executive,  and  labeled  the  election  a  fair  and  democratic  one. 

The  only  apparent  blot  on  this  record  was  the  report  of  alleged 
terrorism  in  central  Luzon.     But  since  these  areas  had  turned  in 
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lopsided  majorities  for  the  defeated  candidate,  the  outcome  would 
not  have  been  affected  by  a  fair  vote  there  in  any  case. 

While  I  was  still  in  the  United  States,  Senator  Roxas  had  sent  me 
a  frantic  cable,  describing  terrorism  and  intimidation  allegedly  being 
practiced  on  his  followers  in  the  central  Luzon  Provinces.  He  ap- 
pealed to  me  to  insure  that  a  fair  election  be  held  and  suggested  the 
nse  of  American  troops  to  watch  the  ballot  boxes  in  the  affected  areas. 
I  forwarded  his  cable  to  President  Osmena,  and  advised  the  Com- 
monwealth President  of  my  confidence  that  he  would  do  all  in  his 
power  to  insure  orderly  and  free  balloting.  I  announced  my  action 
in  a  statement  to  the  press,^^  quoting  my  cable  to  President  Osmena. 
The  incumbent  acknowledged  the  cable  and  pledged  that  he  would 
insure,  to  the  extent  of  his  powers,  a  free  election  and  freedom  from 
intimidation  or  coercion.  I  believe  that  President  Osmena  fulfilled 
Ms  pledge  to  the  extent  of  his  abilities.  The  disaffected  areas  in 
central  Luzon,  at  the  time  of  the  election,  were  past  the  point  of  con- 
trol except  by  the  exercise  of  overt  and  major  force. 

■Campaign  expenditures 

Because  Osmena  was  of  partial  Chinese  descent  and  because  the 
Roxas  group  was  considered  anti-Chinese,  it  was  reported  that  large 
amounts  of  money  had  been  expended  by  Chinese  merchants  and 
bankers  in  the  Philippines  in  behalf  of  Osmena's  candidacy.  Several 
of  the  wealthy  families  of  Spanish  descent  were  reported  to  have 
expended  considerable  amounts  on  Roxas'  candidacy.  It  is  probably 
true  that  no  vast  amount  of  money  was  spent  by  either  side.  Roxas 
had  conducted  a  tremendous  personal  campaign,  making  hundreds 
of  speeches  and  appearances  in  almost  every  Province.  Osmena 
himself  had  conducted  no  campaign,  remaining  in  Malacanan,  mak- 
ing one  speech  in  the  city  of  Manila.  His  partisans,  however,  and 
Mrs.  Osmena,  had  conducted  a  most  active  campaign.  There  is  no 
question  that  the  voters  were  adequately  informed  of  the  issues  and 
personalities  involved. 

Testimonial  to  democracy 

The  fact  that  Roxas  had  won,  in  the  face  of  the  administration's 
control  of  the  Government  machinery  was  high  testimony  to  democ- 
racy in  the  Philippines.  Sugar  plantation  barrios  had  voted  contrary 
to  the  allegiance  of  the  local  plantation  owners.  This  was  the  most 
heartening  demonstration  of  free  voting  in  Philippine  history. 

Commenting  on  the  election,  I  issued  the  following  statement  on 
April  30: 

The  election  of  Senator  Manuel  Roxas  as  the  next  President  of  the  Philippine 
Commonwealth  has  been  conceded  by  President  Osmena.  I  congratulate  the 
victor  who  will  be  the  first  President  of  the  Phihppine  Republic.  I  extend  my 
respects  and  affection  to  the  defeated  candidate,  Sergio  Osmena. 

The  people  of  the  Philippines,  in  the  best  democratic  traditions,  have  expressed 
their  will  at  the  ballot  box.  Liberated  from  the  oppression  of  Japan,  inhabiting 
a  ravished  and  war -torn  land,  they  have  given  the  mandate  of  leadership  to 
Manuel  Ptosas.  It  is  a  mandate  of  responsibility.  It  is  a  request  for  bold  action, 
for  constructive  statesmanship. 

Senator  Roxas  faces  a  mighty  challenge.  I  am  sure  he  will  accept  that  chal- 
lenge and  reply  to  it  in  the  best  and  finest  traditions  of  those  principles  which 
free  men  have  struggled  to  enshrine  for  many  centuries,  and  which  in  the  Philip- 
pines have  received  ample  consecration. 

63  Text  of  this  statement,  including  the  cable  to  President  Osmena,  is  found  on  p.  154,  appendix  of  this 
jeport. 
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The  United  States  accepts  the  verdict  of  the  Philippine  people  and  will  afford 
every  facility  to  help  the  PhiUppines,  under  her  new  leaders,  to  grow  great  as  a 
nation. 

Anti-Americanism  seen  in  campaign  developments 

One  of  the  undercurrents  of  the  campaign  which  became  a  major 
but  not  a  particularly  well-defined  issue  and  which  persisted  strongly 
in  subsequent  political  developments  was  the  emergence  of  an  anti- 
American  drift  on  the  part  of  some  of  the  adherents  of  Osmeiaa.  The 
President  himself  gave  no  comfort  to  this  trend,  but  neither  did  he 
rebuke  it. 

Seeking  vigorously  for  political  issues,  the  Osmeiia  leadership  hit 
upon  the  equal-rights  provision  of  the  Bell  bill  ^*  and  another  piece 
of  legislation  then  under  consideration  in  Washington,  the  so-called 
property  bill.^^ 

Against  the  background  of  the  tradition  that  Quezon  had  scored 
consistent  political  successes  in  the  Philippines,  largely  on  the  basis 
of  his  pugnacious  antagonism  to  American  imperialism,  the  Osmena 
partisans  seized  upon  the  same  line  and  became  the  defenders  of 
Philippine  sovereignty  against  "American  imperialism." 

Senator  Roxas  soon  found  himself  in  the  position  of  defending  the 
American  Government,  although  he  found  it  politically  necessary  to 
assert  that  if  the  provisions  of  the  legislation,  of  which  he  said  he 
had  no  original  laiowledge,  were  as  alleged  by  the  Osmena  spokesmen, 
he,  Roxas,  was  opposed  to  these  provisions  and  would  seek  their 
modification.  There  was  by  the  end  of  the  campaign  a  full-blown 
hue  and  cry  against  America  in  a  portion  of  the  Philippine  press.  The 
newspapers  themselves  were  somewhat  shocked  by  the  discovery 
that  they  were  really  free  to  print  what  they  pleased.  After  3  years 
of  Japanese  censorship  it  was  a  wonderful  feeling. 

This  situation  was  so  confused,  however,  that  the  anti- American 
issues  appeared  to  have  little  effect  on  the  outcome  of  the  voting, 
although  the  election  was  viewed  by  some  as  an  indication  that  there 
was  no  true  anti -American  sentiment  in  the  Philippines. 

Osmena  concedes 

On  the  sixth  day  after  the  election  it  became  abundantly  clear 
that  Manuel  Roxas  would  be  the  next  President  of  the  Philippines. 
President  Osmena  conceded  his  opponent's  victory  in  the  following 
message: 

April  29,  1946. 

The  people  have  spoken  and  we  must  abide  by  the  decision.     That  is  democracy. 

I  wish  to  express  my  deep  appreciation  of  the  loyal  support  of  the  many  hundreds 
of  thousands  of  our  people,  and  also  my  gratitude  to  the  men  and  women  in  the 
Government  service  who  worked  so  hard  and  so  faithfully  with  me  during  the  past 
trying  year. 

A  two-party  system  is  a  tried  and  tested  division  of  the  electorate  in  a  democ- 
racy, but  once  the  Chief  Executive  is  chosen,  he  should  have  the  whole  country 
behind  him  in  the  rightful  exercise  of  his  duties.  To  prolong  the  passions  of  elec- 
tion time  could  lead  only  to  tragic  civil  strife. 

I  wish  my  successor  well  and  pray  that  he  will  be  given  the  wisdom  and  strength 
for  the  great  task  which  he  will  shortly  assume  as  the  first  Chief  Executive  of  the  ' 
Philippine  Republic.    He  will  carry  very  heavy  responsibilities  for  us  all,  and 
we  must  support  him  in  everything  that  is  right. 

«*  See  p.  38,  this  report. 
"  See  p.  70,  this  report. 
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PRESIDENT  OSMENA 

With  his  defeat  in.  the  national  election,  President  Osmena  retired 
from  the  political  scene.  After  attending  the  inauguration  of  hi& 
successor,  he  withdrew  to  the  privacy  of  his  personal  home  in  Manila, 
and  shortly  thereafter  to  his  native  Island  of  Cebu,  there,  he  said,, 
to  pass  the  remainder  of  his  days  in  retirement.  Up  to  July  4,  he 
emerged  from  that  retirement  into  the  public  eye  only  twice.  One 
occasion  was  when  he  accepted  membership  in  thp  Council  of 
State,^^  a  body  originally  organized  by  President  Quezon  and 
revived  by  President  Roxas,  consisting  of  the  Cabinet,  congressional 
leaders  and  elder  statesmen.  For  accepting  this  post  the  former 
President  was  denounced  by  some  of  his  political  associates  who 
claimed  that  he  was  betraying  the  party  by  lending  the  support  of 
his  name  to  an  organ  of  the  administration. 

The  second  occasion  for  his  emergence  from  seclusion  was  when 
President  Osmena  permitted  himself  to  be  quoted  urging  the  Philip- 
pine Congress  to  approve  the  Bell  Trade  Act.  That  the  former  Presi- 
dent had  truly  abdicated  all  political  leadership  was  demonstrated  by 
the  fact  that  not  a  single  member  of  the  House  of  Representatives 
from  the  Island  of  Cebu,  all  of  whom  owed  their  election  to  him, 
waivered  in  their  all-out  opposition  to  the  measure. 

President  Osmena,  of  course,  was  not  moved  by  the  defection  of  his 
followers.  His  integrity  of  character  would  not  permit  him  to  throw 
principle  overboard  in  favor  of  expedient.  That  is  why,  despite 
political  defeat,  the  "Gentleman  from  Cebu"  is  still  today  respected 
and  venerated  by  all  his  countrymen,  including  his  erstwhile  opponent. 
President  Roxas. 

BRIDGING   THE    INTERREGNUM 

With  the  aclaiowledgment  by  President  Osmena  of  the  election  of 
his  successor,  the  spotlight,  of  course,  turned  upon  the  President-elect. 
Vigorous  action  was  unquestionably  the  need  of  the  moment.  Yet 
it  would  be  a  month  before  he  was  actually  inaugurated. 

To  bridge  over  this  interregnum,  the  High  Commissioner's  office 
was  instrumental  in  obtaining  a  gentleman's  agreement  between  the 
President  and  the  President-elect,  providing  for  mutual  consultation 
and  cooperation  during  the  weeks  of  transition.  It  was  an  extra- 
official  arrangement,  but  it  was  helpful  in  preventing  a  complete 
cessation  of  governmental  action  during  vital  weeks, 

A  number  of  highly  significant  developments  occurred  during  this 
period, 

XIII.  MISSION  TO  WASHINGTON  WITH  PRESIDENT  ROXAS 

OSMENA-ROXAS  ACCORD 

With  the  program  of  rehabilitation  and  the  formulation  of  numerous 
arrangements  between  the  Philippines  and  the  United  States  deferred 
so  long  on  account  of  the  election  campaign,  it  became  necessary  to 
expedite  the  completion  of  the  essential  negotiations  by  every  possible 
means. 


«*  See  p,  105,  this  report. 
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President-elect  Roxas  now  signified  his  desire  of  going  to  the  United 
States  and  undertaking,  in  his  capacity  as  President-elect,  some  of  the 
conversations  with  the  American  Government  officials  that  had  to  be 
begun.  I  offered  to  accompany  the  President-elect  and  to  provide 
him  transportation  in  the  Army  plane  assigned  to  the  High  Com- 
missioner. 

I  then  arranged  as  a  final  preparatory  move  for  the  mission:  a. 
conference  between  President  Osmefia  and  President-elect  Roxas. 
The  two  men  had  been  old  friends  and  political  allies  before  the  war. 
Their  reunion  under  the  auspices  of  the  High  Commissioner  was 
friendly  and  cordial,  reflecting  the  high  statesmanship  and  gentle- 
manly qualities  of  the  incumbent.  President  Osmeiia  gave  to  his 
successor-apparent  a  signed  statement  bidding  him  Godspeed  and 
invited  American  officials  to  extend  to  the  President-elect  every 
cooperation  and  assistance  and  urging  them  to  consider  the  commit- 
ments made  by  the  President-elect  binding  on  the  Government  of  the 
Philippines.     That  statement  follows: 

Office  of  the  President 

May  8,  1946. 

President-elect  Manuel  A.  Roxas  is  departing  for  the  United  States  on  a  mis- 
sion of  great  importance  to  the  Philippines.  He  has  the  best  wishes  of  my  ad- 
ministration in  his  efforts  to  obtain  decisions  on  questions  that  vitally  affect  the 
future  welfare  of  the  Filipino  people. 

He  is  making  the  trip  quickly — and  before  the  inauguration — because  of  the 
urgent  need  for  consultation  with  President  Truman  and  other  high  American 
officials  on  the  problems  of  Philippine  rehabilitation  and  reconstruction  and  those 
connected  with  the  establishment  of  the  Philippine  Republic. 

My  administration  had  been  informed  in  general  terms  of  the  scope  and  pur- 
pose of  Mr.  Roxas'  mission  to  the  United  States. 

I  bespeak  for  my  successor-elect  during  his  stay  in  America  the  same  coopera- 
tion and  understanding  which  I  have  always  been  accorded  by  the  American 
Government  and  people. 

Mr.  Roxas  will  need  the  help  of  all  of  us — Filipinos  and  Americans — in  the 
great  task  that  faces  us  before  and  after  independence. 

Invitation  from  President  Truman 

President  Truman,  whea  he  was  apprised  of  the  desire  of  Mr.  Roxas 
to  visit  the  United  States,  sent  a  personal  invitation  to  the  President- 
elect to  be  the  guest  of  the  United  States  Government  at  the  Blair 
House,  the  elegant  establishmeut  across  from  the  'V^^iite  House  set 
aside  for  visiting  heads  of  state.  The  trip  had  to  be  a  speedy  one 
since  President-elect  Roxas  had  to  be  back  in  time  for  the  organiza- 
tion of  the  new  Congress  on  May  23. 

On  May  8  we  took  off  from  Manila.  The  party,  in  addition  to 
the  President-elect  and  the  High  Commissioner,  consisted  of  the 
following : 

Mr.  Pio  Joven,  financial  adviser  to  Mr.  Roxas. 

Col.  Jose  Raz6n,  military  adviser  and  aide  to  Mr.  Roxas. 

Commander  C.  L.  Parsons,  United  States  Naval  Reserve,  naval 

liaison  officer. 
Col.  Millard  Libby,  military  adviser  and  aide  to  the  High  Com- 
missioner. 
Commander  Julius  C.  C.  Edelstein,  liaison  officer  between  the 
High  Commissioner  and  the  President-elect,  and  public -rela- 
tions adviser  to  the  mission. 


FINAL   REPORT   OF   PHILIPPINE    COMMISSIONER  85 

Mr.  A.  L.  Valencia  and  Mr.  Francis  G.  Taylor,  assistants  to 
Commander  Edelstein. 
The  party  took  the  northern  route  and  flew  by  way  of  Tokyo,  Adak, 
Alaska,  Seattle,  and  Washington.     The  elapsed  flying  time  was  39 
hours,  setting  a  new  record  for  the  flight. 

RECEPTION    BY    GENERAL    MAC  ARTHUR 

Statement  on  General  Roxas'  war  record 

In  Tokyo  at  midnight  the  party  was  greeted  by  General  MacArthur 
at  Atsugi  Airfield.  A  conference  with  General  MacAithur  on  numer- 
ous matters  afl"ecting  Philippine-American  relations  took  place  on  the 
spot.  Significantly,  the  day  following  the  mission's  arrival  in  Tokyo, 
General  MacArthur  issued  a  press  statement  declaring  that  Roxas 
had  been  "one  of  the  prime  factors  in  the  guerrilla  movement." 

"Roxas  is  now  on  his  way  to  the  United  States,  and  I  bespeak  for 
him  the  most  cordial  welcome  by  all  Americans.  He  is  a  stanch 
patriot  and  a  most  fitting  representative  of  a  people  whose  loyalty  to 
our  cause  under  one  of  history's  most  exacting  tests  has  earned  for 
them  our  undying  honor  and  affection  and  our  unending  concern  for 
their  future  welfare,"  General  MacArthur  declared. 

One  hour  and  ten  minutes  after  the  landing  in  Tokyo,  the  C-54 
carrying  the  party  took  off  on  the  second  leg  of  its  whirlwind  flight. 
After  short  stop-overs  in  Adak  and  Seattle,  the  mission  arrived  at 
Boiling  Field,  Washington,  at  11  p.  m.  on  Friday,  May  10,  Washington 
time. 

A  total  of  8  days  were  spent  in  Washington,  during  which  confer- 
ences were  held  with  President  Truman,  Acting  Secretary  of  State 
Acheson,  and  representatives  of  practically  every  department  of 
Government.  The  President-elect  conferred  at  considerable  length 
with  legislative  leaders  as  well. 

During  his  stay  in  Washington,  General  Roxas  made  a  number  of 
public  appearances  and  delivered  a  half-dozen  major  speeches,  out^ 
lining  his  program  for  Philippine  independence  and  his  concept  of 
Philippine-American  relations.  The  highlights  of  some  of  those 
addresses  follow: 

SPEECHES    BY    PRESIDENT-ELECT    ROXAS 

Philosophy 

Of  the  philosophy  of  an  independent  Philippines,  General  Roxas 
stated : 

We  have  taken  to  heart  the  lessons  of  liberty  3^011  taught  us.  We  hope  to  prac- 
tice them,  to  advance  them,  to  maintain  them. 

The  United  States  can  earn  for  itself  in  the  Orient  a  national  profit  that  will  be 
beyond  value  and  calculation.  If  a  prosperous  and  free  democracy  can  be  built 
in  the  Philippines  upon  the  ruins  of  war,  the  prestige  of  America  and  the  American 
way  of  life  will  be  raised  to  towering  heights  and  the  millions  of  people  of  the  Far, 
East  v/ill  look  to  us,  and  to  you,  as  their  models. 

On  our  side  we  are  conscious  of  an  obligation  to  you  and  to  the  world  to  promote 
this  development.  Our  obligation  is  to  represent  political  stability  in  the  un- 
stable Orient.  Economically  we  of  the  Philippines  need  assistance,  but  politically; 
we  are  secure  in  a  chosen  way  of  life — your  way  of  life.  We  are  the  only  people 
in  the  many-peopled  Orient  who  understand  their  own  destiny.      We  alone  in  the 

64051 — 47 7  ■■' 
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Far  East  bear  aloft  the  banner  of  democracy  without  internal  dissent.  We  carry 
that  banner  through  conviction.  We  know  that  the  eyes  of  the  oriental  world  are 
upon  us.     We  will  not  falter  or  fail. 

On  another  occasion,  Roxas  said : 

There  can  be  a  community  of  interests  to  bind  the  Philippines  and  America 
past  all  power  to  divide.  That  community  of  interests  can  consist,  first,  of  common 
economic  principles  *  *  *  free,  guided  enterprise;  and,  second,  of  a  common 
political  system.  A  mutually  advantageous  commercial  relationship  and  con- 
stant cultural  exchanges  will  furnish  the  cement  for  this  union. 

We  are  not  of  the  Orient,  except  by  geography.  We  are  part  of  the  western 
world  by  reasons  of  culture,  religion,  ideology,  and  economics.  Although  the 
color  of  our  skin  is  brown,  the  temper  of  our  minds  and  hearts  is  almost  identical 
with  yours. 

We  expect  to  remain  part  of  the  west,  possibly  as  the  ideological  bridge  between 
the  Occident  and  the  Orient. 

Fear  of  '^ imperialists^' 

In  stUl  another  speech  Roxas  scoffed  at  the  alarm  voiced  by  a 
"few  of  my  countrymen"  about  American  imperiahsts: 

I  think  that  between  the  democracy-loving  people  of  both  our  countries,  we 
heavily  outnumber  the  imperialists.  The  Philippines  today  is  a  living  testi- 
monial and  a  perpetual  monument  to  the  lack  of  imperialistic  pattern  in  American 
foreign  policy. 

The  magnetic  pole  of  our  foreign-policy  gravitation  will  be  the  United  States. 
As  long  as  the  present  foreign  policy  of  the  United  States  is  maintained,  we  will 
support  it  with  whatever  power  and  authority  we  have.  This,  I  am  certain, 
represents  the  overwhelming  sentiment  and  unshakable  determination  of  the 
people  of  the  Philippines. 

Regarding  the  estabHshment  and  maintenance  of  American  mihtary 
bases  in  the  Phihppines,  General  Roxas  declared: 

We  will  welcome  the  existence  of  your  naval,  air,  and  Army  bases  on  such  of 
our  soil  as  is  mutually  agreeable  for  the  common  protection  of  the  United  States 
and  the  Philippines,  and  will  cooperate  in  the  defense  and  security  of  those  bases, 
insofar  as  it  is  within  our  power  to  do  so.  I  pledge  my  efforts  in  support  of  these 
policies  because  we  are  devoted  to  the  same  goals  and  principles  you  are.  If  ever 
two  peoples  had  a  common  world  policy  it  is  the  American  and  Filipino  peoples. 
Peace,  security,  and  prosperity  for  all  men,  the  maintenance  and  advancement  of 
the  "four  freedoms,"  the  espousal  of  free  economic  enterprise,  the  elimination  of 
restrictive  trade  barriers  among  all  nations,  and  the  promotion  of  democracy  as  a 
way  of  life  *  *  *  these  are  the  cardinal  points  of  our  world  idealism  as  they 
are' of  yours. 

In  San  Francisco,  General  Roxas  publicly  announced,  for  the  first 
time  in  the  United  States,  his  support  of  the  Bell  Trade  Relations  Act. 
He  promised  that  he  would  use  the  mfluence  of  his  administration — • 

to  the  end  that  the  Philippine  Congress  shall  approve  the  formula  adopted  by  the 
United  States  Congress  providing  for  special  trade  relations  between  our  two 
countries  for  28  years  following  Philippine  independence. 

RESULTS    OF   THE    MISSION 

Upon  the  return  of  the  mission  to  Manila,  the  President-elect  and 
the  High  Commissioner  held  a  joint  press  conference  in  which  joint 
statements  were  issued  concerning  the  work  of  the  mission.  The 
text  of  the  joint  statement  is  reproduced  here: 

A  total  of  8  days  were  spent  in  Washington.  Conferences  and  discussions  were 
held  at  the  White  House,  at  the  Capitol,  Cabinet  members'  offices,  at  the  Blair 
House  (temporary  residence  of  President-elect  Roxas),  and  at  the  office  of  the 
High  Commissioner  in  Washington. 

We  were  accompanied  in  many  of  the  conferences,  especially  those  involving 
future  decisions  and  continuing  discussions,  by  Resident  Commissioner  Romulo^ 
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who  has  been  asked  by  General  Roxas  to  follow  through  on  many  of  the  tentative 
arrangements  reached  in  the  course  of  the  week's  work. 

President  Truman  typified  the  attitude  of  every  Washington  official  in  extending 
to  us  his  unlimited  good  will  and  in  demonstrating  an  immediate  and  whole- 
hearted interest  in  the  requirements  of  the  Philippines  both  during  the  current 
transition  period  and  in  the  period  following  July  4. 

The  American  press,  American  organs  of  public  opinion  generally,  and  the 
American  public  showed  a  deep  and  genuine  interest  in  the  work  of  the  mission 
and  in  the  welfare  of  the  Philippines.  We  were  thoroughly  supported  by  public 
opinion  in  all  of  our  proposals. 

Congressional  leaders  were  not  only  sympathetic  to  the  needs  of  the  Philippines 
but  showed  every  disposition  to  act  promptly  and  generously  on  the  various 
propositions  for  the  welfare  of  the  Philippines  which  maj'-  be  submitted  to  the 
Congress  for  direct  or  indirect  approval. 

Heads  of  the  departmental  agencies  of  the  Federal  Government  reflected  the 
general  disposition  to  be  helpful  and  gave  generously  of  their  time  and  physical, 
facilities  to  promote  the  efforts  of  our  mission  to  reach  understandings  on  the 
many  complex  matters  which  we  attempted  to  decide  and  discuss  during  the 
week  we  were  in  Washington. 

Because  of  the  tremendous  complexity  of  some  of  the  subjects  taken  up  during 
the  course  of  the  mission  many— in  fact  most — of  the  arrangements  made  and 
the  decisions  arrived  at  were  tentative  and  are  subject  to  further  conversations 
in  both  Manila  and  Washington.  Hence  in  this  report  to  the  Philippines,  it  will 
be  necessary  to  list  the  subjects  of  these  conferences  in  a  general  way  rather  than 
in  specific  detail. 

We  desire  to  report  as  fully  as  possible  on  the  work  of  the  mission.  Some 
subjects,  however,  will  be  touched  only  lightly  or  not  at  ali,  pending  the  fixing 
of  tentative  decisions  which  can  be  reported  for  public  comment  and  discussion. 
When  those  decisions  are  reached,  joint  statements  will  be  made  reporting  them 
to  the  public. 

No  decisions  other  than  those  which  could  be  reached  at  an  administrative 
level  between  the  High  Commissioner  in  his  official  capacity  and  the  United 
States  Government  agencies  were  made  definite,  inasmuch  as  the  President- 
elect had  no  legal  power  of  commitment  for  the  Philippine  Government. 

We  wish  to  emphasize  that  although  this  mission  was  a  completely  joint  under- 
taking, no  commitments  were  made  between  the  High  Commissioner  and  the 
President-elect  as  a  condition  precedent  to  the  formation  of  the  mission.  There 
was  no  attempt  to  establish  a  requirement  that  the  views  of  the  two  mission 
heads  coincide  in  representations  to  the  heads  of  Government  in  Washington.  It 
was  found,  however,  that  there  was  substantial  agreement  on  virtually  all  points 
since  the  major  objective  was  the  advancement  of  the  welfare  of  the  Philippine 
Nation  and  people  after  July  4. 

We  wish  to  express  our  respects  and  gratitude  to  President  Osmena  for  the 
moral  support  and  endorsement  given  the  mission  under  the  rather  unusual 
circumstances  in  which  it  was  undertaken,  immediatelj^  following  the  national 
election.  The  American  people  and  American  officials  were  told  of  the  patriotic 
attitude  taken  by  President  Osmena  which  facilitated  in  no  small  measure  the 
work  undertaken. 

A  total  of  nearly  40  different  subjects  were  discussed  during  the  week  and 
definite  progress  can  be  reported  on  each  of  them.  On  some,  however,  it  will 
take  time  to  work  out  details  and  to  reach  final  decisions. 

One  of  the  subjects  on  which  vigorous  representations  were  made  had  already 
been  announced  by  President  Truman  in  Washington— benefits  for  Philippine 
veterans.  We  discussed  this  subject  with  President  Truman,  following  up  the 
long  negotiations  and  discussions  held  on  this  same  subject  by  the  High  Com- 
missioner and  the  Veterans'  Administration  and  the  War  Department  during  the 
High  Commissioner's  last  mission  in  Washington.  A  staff  member  of  the  High 
Commissioner's  office  has  been  working  since  last  November  with  the  Veterans' 
Administration  on  the  draft  of  the  bill  submitted  yesterday  by  President  Truman 
to  Congress.  Since  its  recent  arrival  in  Washington  the  Commonwealth  Govern- 
ment Mission  headed  by  Maj.  Gen.  Basilion  Valdes  and  Brig.  Gen.  Macario 
Peralta,  Jr.,  has  been  helpful  in  developing  friendly  sentiment  for  this  proposition. 
Commissioner  Romulo  has  also  ably  urged  favorable  action  in  Congress. 

The  bill  as  submitted  is  highly  desirable  and  will  provide  for  the  emergency 
requirements  of  Philippine  veterans — pensions  for  widows  and  orphans,  pensions 
for  disabled  veterans,  and  hospitalization  for  service-connected  ailments.  The 
bill  also  grants  authority  for  the   United  States  Veterans'   Administration  to 
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continue  operating  in  the  Philippines  after  July  4;  without  this  authority  it 
could  not  continue  to  function  here.  A  gratuity  of  100  pesos  for  all  Philippine 
veterans  is  also  provided,  and  complete  burial  service  for  veterans  who  die  while 
under  hospitalization  treatment.  The  Veterans'  Administration  is  also  authorized 
to  hire  Filipino  doctors  and  nurses,  for  which  it  has  no  authority  today,  to  permit 
the  Veterans'  Administration  to  set  up  its  own  hospitals  in  the  Philippines. 

This  bill,  however,  is  not  the  full  answer  to  the  obligations  owed  to  Philippine 
veterans.  President  Truman  took  cognizance  of  the  debt  of  gratitude  owed  to 
Philippine  veterans  in  a  message  which  was  prepared  on  the  basis  of  views  advanced 
by  the  office  of  the  High  Commissioner  and  vigorously  supported  by  the  President- 
elect and  by  other  Commonwealth  sources.  President  Truman  advised  the 
Congress  that  other  benefits,  including,  provisions  for  education  and  employment 
opportunities  for  veterans,  will  be  recommended  when  formulated.  We  are 
continuing  to  work  on  that  program  and  will  make  recommendations  to  the 
President  of  the  United  States  when  our  studies  of  this  mattei  are  complete. 

Perhaps  the  outstanding  success  of  the  mission  was  in  arriving  at  an  under- 
standing with  the  United  States  Government,  as  personified  in  President  Truman 
and  in  leaders  of  Congress,  concerning  the  postindependence  relations  between 
the  United  States  and  the  Philippines.  We  can  now  report  that  between  the  two 
countries  a  full  and  intimate  understanding  exists  whereby  Philippine  political 
sovereignty  will  be  fully  respected  and  supported,  while  in  the  emergency  period 
of  rehabilitation,  United  States  aid  will  be  granted  to  help  the  Philippines  main- 
tain economically  their  independence  and  nationhood. 

There  are  listed  below  by  title  the  other  actions  taken  by  the  mission.  When 
final  understandings  and  agreements  are  reached,  they  will  be  separately 
announced : 

1.  Tentative  arrangements  were  made  for  the  printing  of  a  new  currency  issue 
for  the  independent  Philippine  Republic  by  the  United  States  Bureau  of  Printing 
and  Engraving. 

2.  Tentative  arrangements  were  discussed  for  the  postindependence  relation- 
ship between  the  peso  and  the  dollar. 

3.  Arrangements  were  made  for  the  introduction  in  Congress  of  a  bill  (already 
introduced)  for  the  refunding  to  the  Philippine  Government  of  $6,500,000  de- 
posited in  1941  with  the  War  Department  as  a  bond  guaranteeing  the  return  of 
arms  and  supplies  issued  by  the  United  States  Army  to  the  Philippine  Army. 
These  arms  were  lost  in  the  war. 

4.  Arrangements  were  made  for  the  settlement  of  fiscal  balances  held  by  the 
United  States  Treasury  for  the  account  of  the  Philippine  Government. 

5.  Preliminary  discussions  were  held  of  the  form  and  content  of  the  executive 
agreement  called  for  under  the  terms  of  the  Philippine  Trade  Rehabilitation  Act. 

6.  Preliminary  discussions  were  held  on  the  form  and  content  of  the  following 
treaties  which  must  be  negotiated  between  the  two  Governments: 

(a)  Treaty  of  commerce  and  friendship. 

(b)  Treaty  regarding  military  base  sites  and  military  cooperation  between 

the  United  States  and  the  Philippines  for  their  mutual  defense  and 
protection. 

(c)  Treaty  recognizing  the  independence  of  the  Philippines. 

7.  Tentative  arrangements  were  made  for  invitations  to  be  sent  out  by  the 
United  States  Government  to  all  foreign  countries  inviting  them  to  acknowledge 
and  recognize  the  independent  Philippine  Government  and  to  enter  into  diplo- 
matic arrangements  with  them. 

8.  Tentative  arrangements  were  discussed  for  the  establishment  of  embassies  in 
Manila  and  Washington. 

9.  Discussions  were  held  with  President  Truman,  the  Interior  Department,  and 
the  War  Assets  Administration  regarding  the  acquisition  by  the  Philippines  of 
surplus  property  now  held  in  the  United  States.  A  personal  representative  of 
the  President-elect  was  designated  to  keep  in  touch  with  surplus  property  declara- 
tions and  especially  to  make  efforts  to  obtain  rolling  stock  for  railways  here. 

10.  Discussions  were  held  with  President  Truman  and  with  departmental 
agencies  regarding  the  implementation  of  the  War  Damage  Act  through  prompt 
establishment  of  the  Commission;  prompt  action  was  requested  and  assured  on 
the  appropriation  of  $520,000,000  for  war  damages. 

11.  Discussions  were  held  with  departmental  agencies  regarding  the  training 
programs  for  engineers,  meteorologists,  merchant  marine  officers,  fishing  experts, 
and  others  in  the  United  States  under  the  terms  of  the  War  Damage  Act. 

12.  Tentative  arrangements  were  made  for  representations  of  Philippine 
interests  abroad  by  United  States  diplomatic  and  consular  establishments  after 
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July  4  pending  permanent  establishment  of  diplomatic  and  consular  establishments 
by  the  Philippine  Government. 

13.  Tentative  arrangements  were  made  for  the  extension  of  the  life  of  United 
States  passports  held  by  Philippine  citizens  abroad  beyond  July  4  pending  the 
issuance  of  Philippine  passports. 

14.  Arrangements  were  completed  for  the  transfer  of  the  late  President  Quezon's 
remains  from  Arlington  National  Cemetery  to  the  Philippines  to  be  enshrined 
here  with  suitable  ceremony  on  the  anniversary  of  President  Quezon's  death  on 
August  1 ;  these  arrangements  were  made  with  President  Truman  who  has  under- 
taken to  provide  for  the  transport  of  the  remains  of  the  great  Philippine  leader. 

15.  Formal  invitation  was  extended  to  President  Truman  to  be  present  in 
Manila  on  July  4  and  proclaim  in  person  the  independence  of  the  Philippines; 
President  Truman  indicated  his  great  desire  to  be  present  but  was  unable  to  make 
a  definite  commitment  in  view  of  the  unsettled  situation  in  the  United  States. 

16.  Discussion  was  held  of  arrangements  for  July  4  ceremony  including  joint 
invitations  to  all  foreign  nations  which  have  relations  with  the  United  States  to  be 
represented  at  the  ceremonies;  arrangement  was  made  for  the  designation  of  a 
State  Department  protocol  officer  to  assist  in  ceremonial  planning. 

17.  Negotiations  were  conducted  for  a  Government  loan  of  approximately 
$400,000,000  on  a  five-installment  basis  to  meet  governmental  expenses  over  the 
5-year  period,  to  be  accomplished  by  congressional  action;  discussions  were  held 
with  President  Truman,  Secretary  of  the  Treasury  Fred  Vinson,  Acting  Secretary 
of  State  Acheson,  and  congressional  leaders;  a  bill  is  expected  to  be  drafted  after 
further  consultations  in  Manila  and  Washington. 

18.  Negotiations  were  informally  undertaken  with  the  Export-Import  Bank  for 
a  rehabilitation  loan;  a  favorable  reaction  was  received,  but  no  definite  figure 
was  set,  nor  a  definite  time  for  the  final  negotiations. 

19.  Discussions  were  held  with  former  President  Herbert  Hoover,  with  UNRRA 
Director  Fiorello  LaGuardia,  with  Agriculture  Department  officials  and  with 
State  Department  leaders  regarding  food  and  rice  situation  especially  with  regard 
to  proposed  exchange  with  Siam  of  trucks  for  rice;  no  definite  conclusions  were 
reached,  but  subject  is  still  under  active  discussion. 

20.  Pressed  UNRRA  for  favorable  action  on  Philippine  Government  request 
for  $100,000,000  UNRRA  aid;  Director  LaGuardia  promised  "sympathetic 
consideration." 

21.  Discussions  of  rehabilitation  of  hemp  and  abaca  lands  were  held  with 
officials  of  Reconstruction  Finance  Corporation,  U.  S.  Commercial  Company, 
and  Alien  Property  Custodian;  no  definite  decisions  were  made  and  no  commit- 
ments undertaken. 

22.  Urgent  representations  were  made  on  behalf  of  a  higher  price  for  abaca; 
no  decisions  were  reached,  but  favorable  consideration  was  promised. 

23.  Recommendation  was  made  by  the  High  Commissioner  and  supported  by 
the  President-elect  for  Philippine  representation  on  the  Combined  Food  Board 
and  on  other  international  bodies. 

24.  A  decision  was  announced  by  the  President-elect  to  establish  a  consulate 
in  Hawaii  after  July  4. 

25.  Discussions  were  held  with  a  view  to  the  sending  by  the  United  States 
Government  of  agricultural  and  other  missions  to  consult  on  technical  phases  of 
the  rehabilitation  program. 

26.  Discussions  were  held  with  shipping  officials  regarding  the  restoration  of 
interisland  traffic  and  the  establishment  of  increased  trans-Pacific  service;  re- 
quest was  made  for  the  transfer  of  surplus  ships  to  Philippine  lines. 

27.  A  formal  request  was  made  to  the  State  Department  for  the  assignment  to 
the  Philippine  Government  of  an  adviser  on  the  organization  of  a  Department  of 
State  in  the  Philippine  Government. 

28.  Discussions  were  held  with  United  States  officials  and  with  United  States 
Filipino  leaders  on  the  status  of  Filipinos  in  the  United  States  after  independence. 

29.  Congressional  leaders  were  asked  to  expedite  action  on  legislation  granting 
an  immigration  quota  to  the  Philippines  and  providing  for  naturalization  rights 
in  the  United  States  for  Filipinos.  Legislation  was  requested  to  continue  civil- 
service  status  for  Filipino  employees  of  the  United  States  Government. 

30.  Request  was  made  to  War  and  Navy  Department  officials  for  the  transfer 
to  the  Philippine  Government  of  equipment  for  the  Philippine  Army  and  for  a 
coast  guard;  request  was  also  made  for  assignment  of  supplies  and  subsistence  for 
these  forces  for  a  temporary  period;  we  solicited  for  these  requests  the  support  of 
General  MacArthur. 
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31.  Discussions  were  held  with  regard  to  the  acceleration  of  reparations  de- 
liveries of  machinery  and  industrial  equipment  from  Japan. 

32.  Arrangements  were  made  for  the  continued  training  of  Filipinos  for  the 
consular  and  diplomatic  service. 

A  number  of  other  matters  were  taken  up  in  Washington,  but  announcement 
of  action  taken  or  negotiations  begun  will  be  made  at  a  later  date  when  the  dis- 
cussions haye  taken  on  definite  form. 

We  believe  that  this  list  represents  an  accurate  measure  of  the  work  accom- 
plished or  begun  by  our  mission  in  the  short  time  available. 

XIV.  PROBLEMS  AND  ACTIVITIES— APRIL  TO  JULY,  1946 

THE    FOOD    SITUATION    AND    THE    HOOVER    MISSION 

The  Hoover  mission 

Former  President  Herbert  Hoover,  in  the  course  of  a  first-hand 
survey  of  the  world's  food  situation  in  the  hght  of  critical  famine  which 
threatened  the  world  in  the  spring  of  1946,  arrived  in  the  Philippines 
on  April  28,  1946.  Mr.  Hoover  was  accompanied  by  Ambassador 
Hugh  S.  Gibson,  Mr.  D.  A.  Fitzgerald,  of  the  United  States  Agricul- 
tural Department,  and  Public  Relations  Adviser  Frank  Earl  Mason. 
A  round-table  conference  was  held  at  the  Office  of  the  High  Commis- 
sioner, presided  over  by  Mr.  Hoover  and  attended  by  representatives 
of  the  Commonwealth  Government  and  experts  on  the  staff  of  the 
High  Commissioner. 

Mr.  Hoover  determined  that  the  Philippines,  if  the  food  situation 
were  intelligently  managed,  need  not  face  a  famine.  The  Philippines 
did  face  a  drastic  shortage  of  rice.  To  meet  this  shortage,  the  former 
President  recommended  purchases  from  Siam  and  an  increased  allo- 
cation from  the  United  States  and  other  Western  Hemisphere  nations. 
Mr.  Hoover  also  recommended  an  increased  allocation  of  corn  and 
wheat  from  the  United  States.  He  urged  an  increased  food-produc- 
tion program  of  such  consumption  commodities  as  root  crops,  corn, 
and  other  vegetables. 

Barter  with  Siam  proposed 

Because  of  the  difficulty  in  obtaining  rice  from  Siam,  the  former 
President  proposed  that  surplus  trucks  in  the  Philippines  be  traded 
for  Siamese  rice.  Acting  upon  Mr.  Hoover's  suggestion,  I  sent  a 
mission  to  Siam,  accompanied  by  a  representative  of  the  Common- 
wealth Government,  in  an  endeavor  to  arrange  sach  an  exchange. 

After  long  negotiations  the  project  was  abandoned;  in  the  interim, 
however,  a  number  of  vital  shipments  of  Siamese  rice  was  successfully 
arranged  on  payment  of  cash.  Increased  United  States  allocations 
of  corn  and  wheat  to  the  Philippines  were  made  upon  Mr.  Hoover's 
recommendations. 

Food  production  program 

President  Roxas,  as  soon  as  he  took  office,  launched  a  nation-wide 
an tif amine,  garden-growing  program  to  promote  the  production  of 
consumption  foods.  Camotes,  a  sweetpotato-type  vegetable,  and 
corn  were  intensively  planted  in  individual  and  group  gardens  through- 
out the  Philippines.  As  a  result  of  this  program,  the  Philippines 
averted  the  threatened  food  shortage. 

There  were,  of  course,  many  cases  of  residual  malnutrition.  The 
Philippine  Government  made  such  relief  distributions  of  rice  as  were 
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practical.  The  chief  problem  continued  to  be  the  high  price  of  food. 
There  was  inadequate  purchasing  power  in  most  areas  to  obtain  the 
necessary  well-balanced  diet.  The  only  possible  way  to  meet  this 
situation  was  through  increased  imports  and  increased  production  to 
force  down  prices.  In  a  measure,  some  success  was  achieved  along 
these  lines. 

Famine  in  the  Bontoc  area 

An  isolated  famine  situation  was  encountered  in  the  Ifugao  country 
of  Bontoc,  in  the  high  mountain  area  of  north  central  Luzon .  There, 
ravenous  rats  had  consumed  rice  seedlings  and  destroyed  rice  stores. 
In  a  land  whose  marvelous  rice  terraces  are  still  one  of  the  wonders 
of  the  world,  there  was  famine.  The  High  Commissioner's  Office 
initiated  a  series  of  rice  shipments  to  the  Bontoc  district.  The  Philip- 
pine War  Relief  and  various  church  organizations  undertook  to  dis- 
tribute the  rice  on  a  need  basis.  Many  cases  of  malnutrition  were 
arrested  and  the  emergency  was  successfully  met.  UNRRA  supplies 
were  also  used  in  this  undertaking. 

Philippines  and  lEFC 

For  most  of  her  food  imports,  the  Phihppines  came  to  depend  upon 
allocations  by  the  International  Emergency  Food  Committee  whose 
headquarters  were  in  Washington.  Representations  by  the  High 
Commissioner's  Office  were  made  regularly  for  increased  allocations 
of  foodstuffs,  fertilizer,  and  other  critical  food  connnodities.  The 
United  States  Department  of  State  supported  these  requests. 

THE    HIGH    commissioner's    OFFICE    (B) 

Incident  of  General  Burt 

Late  in  April  1946,  Capt.  Myron  G.  Ehrlich,  USNR,  legal  adviser 
to  the  High  Commissioner,  was  forced  to  resign  from  my  staff  on 
account  of  poor  health.  To  replace  him,  I  secured  the  assignment 
of  Brig.  Gen.  Ernest  H.  Burt,  of  the  Adjutant  General's  staff  of 
AFWESPAC. 

In  mid-May  I  learned  that  General  Burt  had,  prior  to  his  designa- 
tion as  a  member  of  my  staff,  engaged  in  private  business  under- 
takings involving  the  purchase  of  certain  landed  estates  from  the 
Catholic  Church.  These  estates  were  in  legal  controversy;  the  title 
to  one  of  them,  at  least,  was  claimed  by  the  Philippine  Government. 
It  was  intolerable  for  a  member  of  my  staff  to  be  so  involved. 

Immediately  after  hearing  of  this  I  summoned  General  Burt,  dis- 
cussed the  situation  with  him,  and  agreed  with  him  that  his  only 
course  was  to  resign  immediately. 

Subsequently,  the  Manila  press  learned  of  the  involvement  of 
General  Burt  in  the  estate  transactions.  One  of  the  properties  was 
the  historic  Buena vista  estate  on  the  rim  of  the  troubled  central 
Luzon  area.  Much  was  made  of  the  fact  that  General  Burt  had  been 
a  member  of  the  staff  of  the  High  Commissioner.  It  was  explained, 
however,  that  none  of  his  transactions  was  undertaken  while  he  was  a 
member  of  the  High  Commissioner's  staff  and  that  as  soon  as  his  con- 
nection with  these  enterprises  was  clarified,  his  separation  from  the 
staff  immediately  followed.  General  Burt  himself  said  that  he  did 
not  understand  that  his  private  business  operations  had  any  connec- 
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tion  with  his  pubhc  employment.  The  Phihppine  Government  took 
immediate  steps  to  neutrahze  the  Burt  contract  with  the  church  and 
did,  in  effect,  succeed  in  so  doing. 

XV.  THE  ROXAS  ADMINISTRATION 

ORGANIZATION    OF    THE    NEW    ADMINISTRATION 

On  his  return  to  Manila  from  the  United  States  on  May  20,  the 
President-elect  immediately  organized  his  Cabinet  as  follows: 
Secretary  of  the  Interior:  Mr.  Jose  C.  Zulueta. 
Secretary  of  Finance:  Vice  President  Elpidio  Quirino. 
Secretary  of  Justice:  Mr.  Roman  Ozaeta. 
Secretary  of  Agriculture  and  Commerce:  Mr.  Mariano  Garchi- 

torena. 
Secretary  of  Public  Works  and  Communications:  Mr.  Ricardo  C. 

Nepomuceno. 
Secretary  of  Labor:  Mr.  Pedro  Magsalin. 
Chief  of  the  Executive  Office:  Mr.  Emilio  Abello. 
The  new  Secretary  of  the  Interior  was  named  from  the  House  of 
Representatives.     He    had    been    considered    a    candidate    for    the 
speakership.     Two  members  of  the  Cabinet  had  been  unsuccessful 
candidates  for  the  Senate  on  the  Roxas  ticket.     The  Vice  President 
of  the  Philippines,  having  no  constitutional  duties,  was  given  a  Cabinet 
post  he  had  once  occupied  under  President  Quezon. 

The  new  Chief  Executive  announced  that  there  would  be  no  mass 
dismissals  of  Government  employees  except  political  and  hold-over 
appointees.  Hold-over  appointees,  such  as  provincial  governors  and 
mayors  and  other  provincial  officials,  would  be  replaced  in  the  course 
of  time,  the  new  President  announced.  In  Government  positions,. 
prewar  occupants  would  be  given  preference. 

THE    NEW    CONGRESS — CENTRAL    LUZON    VOTE    QUESTIONED 

The  new  Congress  convened  on  May  23  and  organized  itself. 
Senator  Jose  Avelino,  of  Samar,  who  had  been  campaign  manager  for 
the  Roxas  ticket,  was  elected  President  of  the  Senate.  Senator 
Vicente  Francisco,  of  Manila,  was  named  majority  leader.  In  the 
House,  Representative  Eugenio  Perez,  of  Pangasinan,  was  elected 
speaker,  and  Representative  Raul  Leuterio  of  Mindoro,  majority 
leader. 

On  the  day  of  the  organization  of  the  House,  the  Electoral  Com- 
mission presented  its  report  on  the  results  of  the  election.  Included 
in  the  report  was  a  section  dealing  with  irregularities  in  the  voting 
in  the  provinces  of  central  Luzon.  The  Commission,  whose  members 
had  been  appointed  by  President  Osmeiia,  reported  that  large-scale 
terrorism  had  prevailed  in  many  of  these  areas,  and  that  intimidation 
and  coercion  in  the  voting  had  been  common. 

Acting  on  the  basis  of  the  Electoral  Commission's  report,  the  House 
and  Senate  took  unprecedented  moves.  In  the  Senate  the  new 
majority  party  succeeded  in  preventing  the  three  Senators  who  had 
the  lowest  number  of  votes  from  taking  their  seats.  All  three  were 
members  of  the  minority  party.  They  were  Senators  Vera,  Diokno, 
and  Romero.     In  a  similar  move,  the  top-heavy  majority  in  the  House 
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prevented  the  seating  of  six  Representatives  from  the  central  Luzon 
provinces,  five  of  them  members  of  the  left-wing  Democratic  Alliance, 
including  the  leader  of  the  Hukbalahaps,  Mr.  Luis  Taruc. 

A  stormy  controversy  in  the  press  and  public  circles  developed. 
Violent  charges  and  counter  charges  were  hurled.  Appeals  were  made 
to  President  Roxas  to  reverse  the  action  of  his  followers  in  Congress. 
The  President,  however,  said  that  he  intended  to  maintain  a  hands- 
off  attitude  on  the  grounds  that  it  was  not  his  prerogative  to  advise 
Congress  on  its  internal  affau-s.  The  question  of  the  seating  of  the 
disbarred  members  was  left  up  to  the  Electoral  Tribunal,  a  constitu- 
tional body  composed  of  legislative  leaders  and  members  of  the 
Supreme  Court,  whose  function  was  to  decide  on  contested  election 
cases.  Meanwhile,  the  nine  unseated  members  were  permitted  to 
draw  their  salaries  but  not  to  vote.  They  were  even  allowed  the 
privilege  of  sitting  in  the  Congress,  but  merely  as  spectators.  This 
development  provided  a  jarring  prelude  to  the  inauguration  cere- 
monies scheduled  for  May  28. 

INAUGURATION    OF    PRESIDENT    ROXAS 

On  May  28,  opposite  the  historic  Rizal  Memorial  on  the  Luneta, 
in  the  presence  of  high  Filipino  and  American  officials,  President 
Roxas  took  his  oath  of  office  as  the  last  President  of  the  Philippine 
Commonwealth.  There  had  been  rumors,  which  became  headline 
press  reports,  that  an  assassination  attempt  would  be  made  upon  the 
President  during  his  inaugural  address.  There  were  also  sensational 
stories  in  the  newspapers  that  an  attempt  would  be  made  by  the 
Hukbalahaps  to  attack  Manila  on  inauguration  day.  These  reports 
were  symptomatic  of  the  excitement  and  nervous  tension  which  pre- 
vailed throughout  the  Philippines  as  the  new  regime  took  over. 

Inaugural  speech 

President  Roxas  took  clear  cognizance  of  this  situation  in  an 
historic  address  that  was  intended  to  dispel  fear  and  uncertainty, 
as  well  as  to  lay  down  the  lines  of  his  administration.  High  lights  of 
Ms  inaugural  speech  follow: 

I  have  taken  my  oath  as  President  of  the  Philippines  to  defend  and  support  the 
constitution  and  to  enforce  the  laws  of  our  country.  I  assume  in  all  humbleness 
the  complex  responsibilities  which  you  have  chosen  to  give  me.  I  pledge  my 
efforts  and  my  life  to  discharge  them  with  whatever  talent,  strength,  and  energy 
I  can  muster.  But  those  responsibilities  must  be  shared  by  the  Congress,  by  the 
other  branches  of  government,  and,  in  the  last  analysis,  by  all  the  people  of  the 
Philippines  who  face  together  the  great  test  of  the  future.  I  would  not  be  content 
to  assume  this  office,  I  would  not  have  the  hope  to  discharge  the  duties  assigned 
me  if  I  were  not  confident  that  my  countrymen  are  ready  and  capable  of  sharing 
in  full  measure  the  work  and  sacrifices  which  lie  ahead.  Certainly  no  people  in 
recent  history  have  been  called  upon  to  surmount  the  obstacles  which  confront 
us  today.  But  I  have  supreme  faith  in  the  ability  of  our  people  to  reach  the  goals 
we  seek.  I  ask  from  the  nation  the  full  and  undivided  support  of  heart,  mind, 
and  energy  for  the  necessary  tasks  which  await  us. 

4:  %  %  *  *  4:  4: 

Yet  look  about  you,  my  fellow  citizens.  The  tragic  evidence  of  recent  history 
stares  at  us  from  the  broken  ruins  of  our  cities  and  the  wasting  acres  of  our  soil. 
Beneath  the  surface  of  our  daily  strivings  lie  deep  the  wounds  of  war  and  economic 
prostration.  The  toppled  columns  of  the  legislative  building  before  which  we 
atand  are  mute  and  weeping  symbols  of  the  land  we  have  inherited  from  war. 
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Unemployment  is  increasing,  as  the  United  States  armed  forces  decrease  the 
tempo  of  activities  here.  Our  soldiers  are  being  discharged  in  growing  numbers 
to  swell  the  ranks  of  those  who  must  find  work  and  livelihood.  Many  of  those 
who  have  work  are  employed  in  trades  dependent  on  the  rapidly  shrinking  ex- 
penditures of  the  Army  and  Navy. 

There  is  hunger  among  us.  In  the  mountain  provinces  and  in  other  far-flung 
areas  of  our  land  children  starve.  Prices  race  with  wages  in  the  destructive 
elevators  of  inflation.  The  black  market  with  all  its  attendant  evils  of  disrespect 
for  law  and  public  morality  thrives  in  the  channels  of  commerce. 

Plagues  of  rats  and  locusts  gnaw  at  our  food  supplies.  Public  health  and 
sanitation  have  been  set  back  a  quarter  of  a  century. 

Housing  for  most  of  our  urban  citizens  is  shocking  in  its  inadequacy  and 
squalor.  Disease  and  epidemic  threaten,  and  we  have  to  thank  the  Divine 
Providence  that  the  toll  of  death  is  still  relatively  small. 

Our  communications  are  destroyed,  stolen,  or  disrupted,  and  many  of  our 
countrymen  are  still  today  cut  off  from  the  main  currents  of  national  life.  Schools 
have  been  burned  and  teachers  have  been  killed;  our  educational  system  is  in 
large  measure  a  shambles. 

I  have  sketched  a  dark  landscape,  a  bleak  prospect  for  our  future.  I  have  not 
meant  unduly  to  dramatize  our  ills.  I  do  not  wish  to  parade  the  sackcloth  and 
ashes  of  our  people.  Nevertheless  it  is  necessary  to  know  the  truth.  Many  of  us 
live  today  in  the  chambered  nautilus  of  our  own  mental  construction.  There  are 
those  who  close  their  eyes  to  the  problems  that  confront  us,  and  prefer  to  direct 
the  national  attention  and  the  national  energy  at  objects  outside  of  ourselves,  at 
fancied  enemies,  at  fancied  fears  of  imperialistic  aggression.  The  coincidence 
of  easy  money  and  high  prices  gives  to  some  of  our  people  the  false  illusion  of 
national  prosperity  and  the  mad  notion  that  we  have  time  to  dally  and  debate. 
The  prosperity  of  money  and  prices  is  a  hallucination,  a  nightmarish  dream 
resulting  from  the  scarcity  of  commodities  and  the  influx  of  a  half  billion  dollars 
of  troop  money.  Soon,  very  soon,  we  must  awake  from  that  dream.  We  will 
find  that  mere  money,  bloated  by  inflation  and  circulating  in  narrow  channels, 
does  not  bring  about  prosperity  and  national  well-being.  Every  day,  that  money 
is  being  siphoned  frona  our  land  by  more  and  more  imports — not  productive 
imports,  but  imports  for  consumption.  The  well-being  of  the  tradesman  alone  is 
not  the  well-being  of  our  people.  Disaster  awaits  us  tomorrow  if  we  do  not  rouse 
ourselves  and  get  back  to  work,  to  productive  work. 

*  H=  :ic  :f:  :i:  :ic  :J: 

Meanwhile,  with  the  tools  which  have  been  provided  us,  we  must  move  forward 
without  pause  to  bind  up  this  nation's  wounds,  to  toil,  to  make,  and  to  build. 
We  have,  and  will  have,  a  market  for  our  produce.  We  must  concentrate  on 
production,  on  ever-increasing  production.  This  nation  must  produce  to  live. 
We  must  have  income  from  abroad — income  from  exports.  We  must  have  that 
income  so  that  we  may  buy  the  machines,  hire  the  technical  skills,  and,  for  a  time, 
buy  the  food  which  we  need  to  sustain  our  strength  and  impart  vigor  and  health 
to  our  young.  That  task  must  be  begun  now,  today.  The  time  for  action  has 
come.  The  national  energy,  in  all  its  parts,  must  be  focused  on  a  single  purpose, 
on  the  rehabilitation  of  our  destroyed  and  ravaged  economic  enterprises — on  rice, 
on  sugar,  on  coconuts,  on  abacd,  on  coconut  oil,  on  cigars  and  tobacco — on  gold 
and  chrome  and  manganese  and  lumber.  We  must  foster  the  enterprises  which 
will  raise  the  national  income  and  bring  in  financial  returns  from  abroad. 

But  our  aim  is  not  alone  to  rebuild  the  economy  that  was  broken  and  destroyed 
by  war.  That  is  only  the  beginning  of  our  task,  stupendous  as  it  is.  We  must 
rebuild,  repair,  and  replace.  We  must  feed  the  hungry  and  heal  the  sick  and 
disabled.  We  must  care  for  the  widows  and  orphans  of  our  soldier  dead.  We 
must  wage  war  against  inflation  and  unemployment.  That  is  the  obvious 
foundation  stone  of  national  rehabilitation.  But  we  know,  we  have  long  known, 
that  the  narrow  economy  of  the  past  must  be  broadened.  The  national  structure 
must  be  sufficient  to  house  the  energies  of  the  whole  people.  For  the  Philippines 
to  fit  into  the  pattern  of  the  twentieth  century,  to  take  its  place  as  an  equal 
among  the  nations  of  the  earth,  we  must  industrialize;  we  must  make  as  well  as 
grow.  Only  in  this  way  can  we  raise  to  substantial  and  permanently  high  levels 
the  living  standards  of  our  people.  To  support  this  kind  of  economy,  the  pro- 
ducers must  become  consumers  and  purchasers.  They  must  have  the  income 
with  which  to  buy  the  products  of  their  toil.  Higher  wages  accompanied  by 
efficient  and  increased  production  are  the  true  road  to  full  employment.  Increased 
wages  and  income  in  pesos  must  represent  increased  purchasing  power.  Prices 
must  be  kept  under  control  until  production  and  importation  reach  saturation 
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levels.  We  must  avoid  a  price  structure  based  on  scarcity.  We  must  avoid  a 
wage  structure  based  on  inflated  prices.  Meanwhile  we  must  encourage  the 
production  of  more  and  more  of  our  primary  requirements,  production  of  things 
we  ourselves  will  consume.  The  encouragement  of  production  for  consumption 
and  the  increase  in  the  purchasing  power  of  the  masses  are  parallel  paths  which 
we  must  travel. 

We  will  be  as  wholehearted  as  any  nation  in  our  devotion  to  the  ideals  of  an 
indivisible  peace  and  an  indivisible  world.  We  will  maintain  with  all  our  strength 
and  all  our  power  our  obligation  to  the  United  Nations,  and  to  the  causes  set  forth 
in  the  United  Nations  Charter  to  which  we  are  a  signatory.  In  the  same  way  we 
will  maintain  friendly  and  honorable  relations  with  all  our  neighbors  and  look 
forward  to  the  day  when  peace  and  security  will  be  maintained  by  mutual  consent 
and  by  the  collective  conscience  of  mankind. 

But  until  that  happy  day  dawns  upon  us,  we  can  much  more  securely  repose 
our  fate  in  the  understanding  and  comradeship  which  exist  between  the  Philip- 
pines and  the  United  States  than  in  the  hope  of  an  international  morality  which, 
however  desirable,  is  still  today  in  the  process  of  development.  We  are  fortunate 
to  have  as  the  guarantor  of  our  security  the  United  States  of  America,  which  is 
today  the  bulwark  and  support  of  small  nations  everywhere  in  the  world. 

But  as  we  go  forward  in  our  full  faith  to  work  out  the  destiny  of  our  land  and  of 
our  people,  we  must  cling  fast  to  one  another,  and  to  our  friends  across  the  seas; 
we  must  maintain  in  both  our  hearts  and  minds  a  gentleness  of  understanding  as 
well  as  firmness  of  purpose.  Sweat  and  sacrifice  will  be  needed,  but  they  will  fall 
on  barren  ground,  unless  we  move  in  the  path  of  God,  "with  malice  toward  none, 
with  charity  for  all,  with  firmness  in  the  right  as  God  gives  us  to  see  the  right." 

I  have  faith  in  the  wisdom  of  our  people.  I  have  trust  in  the  goodness  of  God. 
Let  us  together  maintain  our  faith  in  each  other,  in  liberty  and  in  the  "ways  of 
democracy,  and  give  strength  to  one  another  as  we  advance  in  our  search  for  the 
ever-green  pastures  of  peace  and  well-being  for  all.  With  the  help  of  God,  let  us 
build  in  this  our  land  a  monument  to  freedom  and  to  justice,  a  beacon  to  all 
mankind. 

Activities  of  the  New  Administration 

Roxas'  State-qf-the-Nation  message 

In  preparation  for  the  forthcoming  advent  of  independence,  the 
Philippines,  under  its  new  leadership,  undertook  a  vigorous  program 
of  activity  designed  to  put  the  national  house  in  order.  President 
Roxas,  in  a  message  to  the  Congress  on  the  state  of  the  nation,  de- 
scribed in  pitiless  terms  the  chaotic  state  of  his  country  and  then 
proceeded  to  lay  out  a  program  designed  to  meet,  on  as  many  fronts 
as  possible,  the  most  pressing  problems. 

The  Presidential  message  was  a  long  and  comprehensive  document. 
In  summary  it  listed  the  chief  problems  of  the  Philippines  as^ 

(1)  restoration  of  law  and  order; 

(2)  arrangement  for  postindependence  trade  relations  with  the 
United  States; 

(3)  settlement  of  Government  finances; 

(4)  increase  in  food  production; 

(5)  solution  of  veterans'  problems; 

(6)  settlement  of  postindependence  military  and  other  relations 
with  the  United  States; 

(7)  stimulation  of  Philippine  production  and  exports; 

(8)  reorganization    of    GovernmeDt    machinery    to    increase 
efficiency  and  effect  economies;  and 

(9)  organization  of  a  Department  of  Foreign  Affairs  and  liqui- 
dation of  the  Resident  Commissioner's  office. 

President  Roxas'  analysis  of  the  problems  of  his  nation  was  so 
comprehensive  that  his  entire  message  furnished  a  text  which  guided 
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both  the  legislative  and  administrative  branches  of  the  Government 
for  the  next  year. 

Budget  message 

The  1946-47  budget  had  been  largely  prepared  under  the  direction 
of  President  Osmena.  President  Roxas  submitted  it  with  the  state- 
ment that  it  was  tentative  and  subject  to  later  amendments  with  such 
economies  as  might  be  effected  by  Government  reorganization.  His 
message  indicated  the  certainty  of  a  heavy  deficit.  He  promised  to 
recommend  new  taxes  at  an  early  date.  He  reported  that  he  was  in 
the  process  of  seeking  a  loan  from  the  United  States  Government  to 
meet  the  anticipated  deficit. 

In  his  1946-47  budget  message  President  Roxas  gave  the  first  clear 
picture  of  the  financial  transactions  of  the  Government  during  the 
fiscal  year  1945-46.  In  that  year  the  Government  revenue  from 
taxation  and  allied  sources  had  been  only  P42,895,000,  the  major 
portion  of  which  had  been  collected  during  the  latter  months  of  1946. 
The  total  income  of  the  Philippine  Government  during  that  year  had 
been  !P274,609,000,  the  major  part  of  which  had  consisted  of  "windfalP' 
revenue  from  the  United  States  in  the  form  of  refunds  from  the 
coconut  oil  excise  tax  fund  and  from  the  sugar  processing  tax  fund, 
under  the  terms  of  United  States  Public  Law  215,  Seventy-ninth 
Congress. ^'^ 

A  break-down  of  the  income  of  the  Philippine  Government  during 
the  fiscal  year  1945-46  follows: 

Taxes  and  allied  sources P42,  899,  000 

Exchange  standard  fund 60,  000,  000 

Coconut  oil  excise-tax  fund 110,  396,  000 

Sugar  processing  tax  fund 58,  104,  000 

Surplus  from  previous  year 3,  214,  000 

The  figures  given  by  the  President's  budget  message  in  June  1946  consisted  in  part  of  estimates  and  do 
not  correspond  exactly  to  the  figures  given  in  the  report  of  the  Auditor  General  supplied  to  the  U.S.  Treasury 
Department  in  September  1946.  Using  these  latter  figures,  total  Government  revenue  for  the  fiscal  year 
(not  including  coconut  oil  excise  refunds)  were  P187,054,820.  The  Government  revenue  from  taxation  was 
P54,525,387,  reflecting  the  increased  revenue  in  the  latter  months  of  the  fiscal  year. 

Total  expenditures  and  obligations  during  the  fiscal  year  had  been 
F326,046,000  of.  which  F244,020,000  had  been  Government  expend- 
itures for  ordinary  and  extraordinary  purposes;  ^24,737,000  consisted 
of  obligations  for  interest  and  sinking  fund  payments  (most  of  which 
has  not  been  made);  and  F57,289,000  of  appropriations  made  by  the 
Congress  but  not  expended.  The  formal  deficit  on  the  basis  of  total 
revenue  received  was  F5 1,437, 000. 

This  deficit,  however,  did  not  represent  the  true  cash  position  of 
the  Government  nor  the  true  financial  position.  The  fact  was  that 
the  actual  deficit  for  1945-46,  not  counting  the  "windfall"  revenue, 
had  been  approximately  P225,000,000.  No  payments  were  actually 
made  on  the  sinking  fund  for  amortization  of  outstanding  bonded 
indebtedness.^^ 

There  was  actually  a  cash  balance  on  hand  of  F71,115,509  against 
which  there  were  appropriation  commitments  and  obligations  includ- 
ing interest  on  the  sinking  fund  amounting  to  F89,355,859,  leaving 
an  actual  cash  deficit  of  Fl 8,240,349. 

President  Roxas  presented  a  tentative  1946-47  budget  of  expendi- 
tures amouDting  to  P253,753,000.     This  included  the  payment  of 

6'  See  p.  10,  this  report. 
«*  See  p.  104,  this  report. 
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arrears  in  the  sinking  fund  and  interest  obligations,  but  did  not  in- 
clude an  estimate  of  such  other  appropriations  as  Congress  might 
make  during  the  year  for  special  purposes.  Among  the  major  items 
in  President  Roxas'  proposed  budget  for  1946-47  were  the  following: 

National  defense ?84,  108,  000 

Bonuses 38,  000,  000 

Education 37,  333,000 

Aid  to  local  governments 18,  750,  000 

Public  works 10,  107,000 

The  major  new  item  in  the  1946-47  budget  was,  of  course,  national 
defense,  the  cost  of  which  had  in  previous  years  been  borne  by  the 
United  States  Government.  The  national  defense  budget,  however, 
included  the  pay  and  maintenaiice  of  the  military  police  command 
which  was,  for  all  practical  purposes,  a  national  police  and  not  properly 
chargeable  against  defense  expenditures.  Had  the  American  Army 
not  agreed  to  furnish  supplies  and  equipment  to  the  Philippine  Army, 
including  the  Military  Police  Command,  the  expenditure  for  national 
defense  would  have  been  necessarily  greatly  increased. 

Against  this  total  of  proposed  expenditures,  which  represented  a 
sharp  decrease  frorn  the  expenditures  in  1945-46  despite  the  new 
burdens  of  national  defense  and  the  diplomatic  and  foreign  service 
establishments,  President  Roxas  was  able  to  predict  revenue  of  only 
P57,000,000,  thus  anticipatirg  a  deficit  for  the  year  of  P196,444,000. 
This  deficit  President  Roxas  proposed  to  meet  by  economies.  Govern- 
ment reorganization,  and  by  a  loan  from  the  United  States  Government. 

The  President  said  he  hoped  to  be  able  to  increase  revenues  above 
his  formally  estimated  figure.  Late  in  1946  he  increased  the  revenue 
estimate  to  ^75,000,000,  with  every  indication  that  the  final  collec- 
tions for  the  fiscal  year  1946-47  would  be  even  higher  as  the  tempo 
of  rehabilitation  continued  to  quicken. 

Loan  from  the  United  States  Government 

While  on  his  mission  to  Washington,  Roxas  had  broached  to  Presi- 
dent Truman  the  proposal  for  a  four-installment  loan  to  meet  antici- 
pated budget  deficits.  He  estimated  roughly  that  during  the  first 
year  he  would  require  $100,000,000,  during  each  of  three  succeeding 
years  12}^  percent  less — a  total  of  $388,000,000.  He  said  he  antici- 
pated being  able  to  begin  amortizing  in  1952.  Roxas  had  made  the 
same  request  in  conversations  with  Secretary  of  the  Treasury  Fred  M. 
Vinson  and  with  United  States  congressional  leaders.  Having  been 
installed  in  office,  Roxas  officially  requested  the  High  Commissioner 
to  initiate  the  move  to  expedite  the  granting  of  the  first  loan. 

It  was  not  until  after  independence,  however,  that  on  the  motion 
of  Representative  C.  Jasper  Bell,  chairman  of  the  House  Insular 
Affairs  Committee,  Congress  authorized  a  $75,000,000  budgetary  loan 
to  the  Philippines. 

Law  and  order 

President  Roxas  proposed  to  solve  the  disorders  in  central  Luzon 
by  two  complementary  policies:  first,  by  a  program  of  agrarian  reforms 
which  would  include  fixing  a  new  ratio  for  the  division  of  the  rice 
crop  between  landowners  and  tenants;  second,  by  strict  enforcement 
of  law  in  the  disaffected  areas  and  by  the  pacification  of  dissidents 
by  persuasion,  if  possible,  and  by  force  if  necessary.     He  demanded 
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that  Congress  provide  stringent  penalties  for  illegal  possession  of  arms 
and  for  the  congregation  of  five  or  more  armed  persons.  He  called 
upon  all  those  individuals  possessing  arms  to  surrender  them  to  the 
police  or  to  register  them.  To  investigate  the  agrarian  problem, 
President  Roxas  appointed  a  commission  composed  of  farmers,  land- 
owners, and  representatives  of  the  public. 

The  agrarian  problem  and  economic  serfdom 

The  problem  of  the  tenant  farmers  in  the  Philippines  offered  no 
easy  solution.  The  central  Luzon  area,  especially  the  Province  of 
Pampanga,  had  long  been  the  natural  "rice  bowl"  for  Manila  and  for 
the  heavily  populated  areas  to  the  south.  Great  landed  estates  in 
this  area  had  been  acquired  by  royal  patent  from  the  kings  of  Spain 
and  by  royal  grants  to  the  Holy  Church.  Tiny  plots  of  land  had 
gradually  come  to  be  owned  by  individual  farm  families.  Other  and 
slightly  larger  plots  were  divided  and  subdivided  among  the  heirs  of 
the  original  landholders.  When  these  holdings  became  so  small  that 
they  could  no  longer  be  subdivided,  younger  sons  drifted  into  tenant 
farming  for  larger  landowners. 

Close  family  ties  are  a  tradition  in  the  Philippines.  The  feeling  of 
family  responsibility  and  kinship  is  deep  and  lasting.  Small  farms 
were  required  to  support  huge  families  consisting  of  father,  mother, 
children,  uncles,  aunts,  and  grandparents.  The  central  Luzon  area, 
especially  the  areas  without  irrigation,  produces  two  rice  crops  a  year. 
The  rest  of  the  year  the  land  lies  fallow  and  the  members  of  the  family 
either  work  on  sugar  plantations  or  do  not  work  at  all.  The  eventual 
result  was  that  large  family  units  were  forced  to  subsist  -either  by  ten- 
ant farming  or  from  the  food  and  rice  production  of  minute  portions 
of  land. 

The  average  landholding  of  all  farm  owners  in  the  Province  of 
Pampanga  is  approximately  Iji  acres.  More  than  70  percent  of  the 
farms  in  this  province  are  tilled  by  tenants.  The  average  annual  cash, 
income  of  these  farmers  was,  before  the  war,  $20  which  had  to  suffice 
for  clothes,  schooling,  taxes,  medical  care,  and  all  the  other  incidentals 
of  existence. 

In  such  a  situation  mass  unrest  and  discontent  were  inevitable. 
These  areas  were  for  years  hotbeds  of  vagrant  political  philosophies 
far  to  the  left  of  center.  Before  the  war  a  party  which  called  itself 
Socialist  claimed  thousands  of  adherents  in  this  area.  Numerous 
mayors  were  so-called  Socialists.  The  strength  of  these  groups  was  a 
source  of  constant  concern  to  the  political  leadership  of  the  nation  and 
had  inclined  President  Quezon  to  borrow  many  of  the  points  of  his 
social  justice  program  from  their  platform. 

This  basic  land  situation  gave  rise,  during  the  occupation,  to  the 
Hukbalahap  movement.  It  was  a  matter  of  concern  to  American 
and  Filipino  officials  in  the  months  following  the  liberation.  One 
of  the  basic  Presidential  directives  to  me  in  September  of  1945  was  to 
investigate  this  problem. 

On  January  10,  1946,  speaking  before  the  Manila  Rotary  Club,  I 
urged  the  economic  leaders  of  the  Philippines  to  reconcile  themselves 
to  the  necessity  of  taking  radical  steps  to  cure  this  social  cancer.^^ 
I  urged  the  eradication  of  economic  feudalism  from  all  the  Philippines, 
My  remarks  caused  a  widespread  stir  in  the  Islands. 

68  Text  of  this  speech  is  in  the  appendix,  p.  155,  this  report. 
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One  of  the  results  of  this  address  was  to  initiate  national  discussion 
of  this  economic  problem.  Both  political  parties  which  presented 
candidates  in  the  national  election  in  the  following  months  included 
in  their  platforms  pledges  to  eradicate  economic  feudalism  and  to 
solve  the  problems  of  the  share  croppers  and  tenant  farmers. 

Before  the  war  the  tenants  usually  received  from  30  to  40  percent 
of  the  rice  crop  as  their  allocation  in  return  for  tilling  the  land  and 
harvesting  the  crop.  President  Quezon  boosted  this  portion  to  50 
percent,  although  this  arrangement  was  more  often  honored  in  the 
breach  than  by  observance.  Following  the  liberation  there  was  agi- 
tation to  increase  the  tenants'  portion  to  60  percent  and  the  60-40 
formula  was  proposed  but  never  effectuated  by  the  Osmena  adminis- 
tration. President  Roxas  subsequently  proposed  a  70-30  division^ — 
70  to  the  tenants  and  30  to  the  landowners.  This  was  the  most  liberal 
division  that  had  been  proposed.  After  independence,  a  law  was 
actually  passed  establishing  the  70-30  formula  as  the  minimum  for 
rice  land  tenant  contracts. 

It  has  long  been  known,  however,  that  a  mere  increase  in  the  ten- 
ant's portion  of  the  rice  crop  will  not  solve  the  problems  of  central 
Luzon.  An  even  more  basic  difficulty  is  in  the  presence  of  too  many 
people  in  too  small  an  area.  Central  Luzon  is  far  too  crowded  to 
support  a  purely  farming  population.  The  only  major  solution  is 
resettlement  in  the  vast  undeveloped  areas  of  Mindanao  and  other 
islands  to  the  south.  Irrigation  is  another  answer.  Crop  diversifica- 
tion and  partial  industrialization  to  provide  year-round  employment 
are  other  moves  that  were  recommended  to  the  Commonwealth 
Government  officials  and  these  proposals  were  adopted  as  a  part  of  the 
Roxas  agrarian  reform  program,  along  with  purchase  and  subdivision 
of  large  estates  and  power  development  projects.  It  is  obvious, 
however,  that  this  program  will  require  time  and  the  expenditure  of 
considerable  funds — funds  which  are  lacking.  It  will  be  up  to 
ingenious  Government  leadership  to  find  means  for  financing  such  a 
program. 

Post-independence  trade  relations 

The  formula  for  post-independence  trade  relations  had  already 
been  laid  down  in  the  United  States  Congress-approved  Bell  Trade 
Act.  President  Roxas  asked  that  the  Philippine  Congress  authorize 
him  to  enter  into  the  executive  trade  agreement  outlined  by  the 
United  States  Congress  and  to  approve  the  agreement  as  submitted. 
This,  President  Roxas  recognized,  would  be  his  most  difficult  political 
battle.  He  faced,  following  it,  the  other  and  even  more  difficult  task 
of  getting  approval  for  the  submission  to  the  electorate  of  a  constitu- 
tional amendment  granting  equal  rights  to  American  citizens  in  the 
development  of  natural  resources  and  the  ownership  and  operation' 
of  public  utilities. 

On  June  21,  1946,  President  Roxas  sent  a  special  message  to  the 
legislature,  submitting  the  draft  of  a  bill  which  would  authorize  him 
to  sign  the  executive  agreement,  and  the  form  of  the  agreement  he 
proposed  to  sign.  This  led  to  the  sharpest  political  battle  of  the 
preindependence  session  of  Congress. 

Prolonged  committee  hearings  were  held.  The  political  opponents 
of  the  Bell  Act,  successfully  occupied  in  these  hearings  the  center  of 
national  attention. ^^^     In  the  end,  however,  the  bill  was  reported,  out 

««a  For  political  implications  of  the  fight  over  the  Bell  Act,  see  pp.  38  and  110,  this  report. 
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of  committee  and  easily  passed  both  houses.  The  President  signed 
the  bill  on  July  3,  and  signed  the  executive  trade  agreement  on^ 
independence  day,  July  4.^" 

Public  health 

For  years  the  Port  Quarantine  Service,  designed  to  keep  cholera,, 
plague,  and  pox  out  of  the  Philippines,  had  been  maintained  by  the 
United  States  Government.  On  July  4  it  was  scheduled  to  be  taken 
over  by  the  Philippine  Government.  The  chief  representative  of  the 
United  States  Public  Health  Service  in  the  Philippines,  Brig.  Gen. 
Howard  Smith,  had  prepared  a  plan  for  the  transfer  of  the  functions 
of  the  Quarantine  Service  to  the  Philippine  Government.  President 
Roxas  asked  his  Congress  to  make  budgetary  provision  for  this 
transfer.  He  urged  the  strengthening  of  the  Department  of  Public 
Health  to  forestall  epidemics  or  other  sapping  of  the  national  vigor. 
He  reported  that  good  fortune,  plus  measures  taken  hj  the  United 
States  officials,  had  luckily  prevented  any  outbreaks  of  epidemic 
disease  thus  far. 

Food  production 

The  President  reported  that  the  nation  was  faced  with  stringent 
food  conditions  unless  an  all-out  food-production  campaign  was 
launched  with  the  cooperation  of  every  Filipino.  He  announced  that 
he  had  instructed  the  Secretary  of  Agricultm"e  and  all  other  national 
officials  to  cooperate  to  the  limit  in  this  program.  He  announced 
that  he  proposed  to  take  steps  to  pm-chase  or  otherwise  acquire  from 
the  United  States  breeding  stock  for  poultry  and  livestock.  He  said 
he  would  initiate  negotiations  for  the  acquisition  of  carabaos  from 
Indochina  and  elsewhere  to  remedy  the  tragic  depletion  that  had 
occurred  under  the  Japanese. 

Government  reorganization 

The  President  proposed  that  he  be  given  emergency  powers  to 
reorganize  and  overhaul  the  Government  machinery  to  eliminate 
duplicated  bureaus  and  sections  and  to  increase  efficiency,  and  to 
accomplish  the  maximum  number  of  economies  both  in  the  regular 
Government  departments  and  in  the  Government  corporations  and 
instrumentalities.  This  proposal  became  the  subject  of  a  vigorous 
political  battle  and  requbed  the  administration  to  use  all  of  its  political 
strength  to  secure  approval.  The  President  appointed  a  Government 
reorganization  board,  headed  by  Budget  Commissioner  Pio  Pedrosa^ 
with  directions  to  report  by  December  31,  1946. 

Liaison  between  the  High  Commissioner  and  the  Philippine  Government 
With  only  2  months  between  the  inauguration  of  the  new  adminis- 
tration and  the  advent  of  independence,  it  became  necessary  to  elim- 
inate as  far  as  possible  all  delays  in  communications  and  liaison 
between  the  Office  of  the  High  Commissioner  and  the  Office  of  the 
President  of  the  Philippines.  By  mutual  agreement,  therefore, 
there  was  established  an  informal  liaison  between  the  two  ofl&ces. 
A  member  of  my  staff.  Commander  Julius  C.  C.  Edeistein,  was  detailed 
to  the  Office  of  the  President  to  carry  on  the  essential  liaison  between 
the  President  and  the  High  Commissioner.  Matters  which  could 
be  taken  up  informally  without  written  communications  were  thus 

'«  Text  of  Executive  Agreement,  p.  158,  appendix,  this  report. 
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greatly  expedited.  The  degree  of  cooperation  between  the  High 
Commissioner  and  the  President  of  the  Commonwealth  became  thus 
absolute. 

Veterans  (C) 

The  President  urged  that  the  Philippine  Congress  speedily  enact  a 
GI  bill  of  rights  for  Filipino  veterans,  grantmg  essential  benefits  to 
widows  and  orphans,  and  educational  privileges  and  employment 
preferences  to  veterans,  pending  the  enactment  by  the  United  States 
Government  of  suitable  provision  for  Filipino  veterans.  A  GI  bill 
of  rights  along  the  lines  recommended  by  the  President  was  enacted 
and  a  Philippines  Veterans  Board  set  up  to  administer  the  benefits. 
Congress  authorized  P20,000,000  when  and  if  the  money  became 
available,  for  the  administration  of  these  benefits.  The  President 
made  available  P2, 000, 000  for  the  first  year's  operations  of  the 
veterans'  board.  He  appointed  Brig.  Gen.  Macario  Peralta,  Jr., 
commander  of  the  resistance  forces  on  Panay  and  former  Deputy 
Chief  of  Staff  of  the  Philippine  Army,  to  head  the  board. 

Organization  of  a  Foreign  Department 

A  bill  providing  for  the  organization  of  a  Department  of  Foreign 
Affairs  was  introduced  upon  the  recommendation  of  the  President. 
An  appropriation  of  F3, 000, 000  was  made.  Provision  was  included 
for  an  embassy  in  Washington  and  a  permanent  representative  in 
the  United  Nations  Assembly.  These  were  to  be  the  two  main 
diplomatic  activities  of  the  new  Republic. 

Meanwhile,  arrangements  begun  in  Washington  were  completed 
for  the  designation  of  the  United  States  Department  of  State  and  its 
diplomatic  and  consular  offices  abroad  to  represent  the  Philippine 
Republic  in  places  where  the  Philippine  Government  did  not  maintain 
such  offices  and  establishments,  pending  the  setting  up  by  the  Republic 
of  its  own  diplomatic  and  consular  offices. 

At  the  request  of  the  Philippine  Government  an  American  Foreign 
Service  officer,  Minister  Richard  Buttrick,  was  made  available  to  the 
Philippine  Government  to  advise  on  the  organization  of  a  Depart- 
ment of  Foreign  Affairs  and  the  organization  of  a  Foreign  Service. 

Labor  and  unemployment 

Unemployment  was  on  the  increase.  President  Roxas  reported^ 
He  urged  an  immediate  program  of  public  works  in  areas  where  unem- 
ployment was  severe  to  take  up  the  slack  caused  by  the  decrease  of 
the  employment  activities  of  the  United  States  Army  and  Navy. 

President  Roxas  announced  that  he  favored  collective  bargaining 
by  responsible  labor  unions  and  the  strengthening  of  the  labor  move- 
ment, but  declared  that  he  would  not  sanction  or  permit  strikes  against 
the  Government. 

There  were  no  major  strikes  between  the  tme  President  Roxas 
took  office  and  independence.  A  number  of  incipient  strikes  were 
settled  by  the  Court  of  Industrial  Relations,  a  prewar  institution  with, 
powers  of  compulsory  arbitration. 

Philippine  Army 

President  Roxas  proposed  that  the  Philippines  maintain  after 
independence  a  Regular  Army  force  of  12,000  plus  a  national  police 
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of  25,000.  The  National  Police,  which  President  Roxas  said  he  would 
recommend  be  placed  under  the  jurisdiction  of  the  Department  of  the 
Interior,  would  be  the  permanent  organization  of  the  Military  Police 
Command,  which,  for  the  time  being,  the  President  recommended  be 
left  as  part  of  the  Army  for  purposes  of  administration. 

Production  jor  export 

The  new  Chief  Executive  described  as  a  first  imperative  of  the 
national  economy  the  increase  in  production  for  export.  Copra  and 
abaca  being  the  chief  products  available  for  export.  President  Roxas 
had  announced  even  before  his  inauguration  that  he  would  seek  to 
obtain  from  the  United  States  higher  prices  in  order  to  stimulate  pro- 
duction. Although  copra  production  had  risen  steadily  in  the  first 
months  of  1946  as  a  result  of  the  efforts  of  the  U.  S.  Commercial 
Company,  which  had  charge  of  the  purchase  and  export  program, 
many  copra  producers  claimed  that  they  could  not  afford  to  pick  the 
coconuts  and  extract  the  copra  at  the  prevailing  prices.  The  price 
prevailing  in  May  1946  was  F12.46  per  100  kilos,  f.  o.  b.  landed 
weight,  United  States  ports. 

There  was,  of  course,  no  coconut  oil  being  shipped  at  the  time,  all 
of  the  coconut  mills  having  been  destroyed. 

On  May  8  there  was  announced  simultaneously  in  Washington  and 
Manila  an  increase  in  price  for  Philippine  copra.  The  new  price, 
representing  a  47-percent  increase  over  the  original  price,  was  F18.30, 
effective  for  purchases  contracted  on  or  after  May  13. 

At  the  same  time  it  was  announced  that  the  U.  S.  Commercial 
Company  would  shortly  terminate  its  program  of  payment  in  trade 
goods  and  would  pay  only  in  cash.  This  announcement  met  with  a 
favorable  response,  as,  of  course,  did  the  announcement  of  the  increase 
in  the  level  of  the  copra  price.  Copra  production  spurted  upward. 
President  Roxas  announced  that  the  National  Coconut  and  Fiber 
Corporation  (NACOCO)  would  undertake  to  pay  a  minimum  price 
for  copra  per  picul  wherever  dealers  refused  to  pay  such  a  price. 
This  move  was  designed  to  prevent  the  dealers  from  profiting  exces- 
sively from  the  new  prices. 

In  June  1946  the  price  for  abaca  was  also  increased.  As  a  result, 
abaca  production  spurted  upward.  President  Roxas  instructed  the 
National  Abaca  and  Fiber  Corporation  (NAFCO)  to  pay  a  minimum 
price  for  abaca  just  as  NACOCO  was  doing  with  copra.  These  two 
industries,  at  least,  were  on  the  way  to  recovery. 

The  chief  difficulty  facing  the  abaca  industry  consisted  of  the  fact 
that  the  largest  producing  area,  in  the  neighborhood  of  Davao,  was 
the  most  disorganized  due  to  the  fact  that  this  area  had  been  almost 
entirely  developed  and  operated  by  Japanese.  The  Japanese  were 
evacuated  or  killed  by  the  Filipinos  upon  liberation.  Filipino 
"squatters"  had  taken  over  the  land  and,  in  many  cases,  they  were 
not  as  familiar  with  abaca  production  as  they  might  have  been.  The 
abaca  trees  were  being  excessively  stripped,  threatening  the  entire 
industry  in  this  area.  President  Roxas  directed  the  Governor  of 
Davao  to  take  whatever  steps  were  necessary  to  prevent  the  excessive 
stripping  of  the  abaca  trees. 

Steps  were  also  taken  to  make  available  essential  construction 
materials  for  the  rehabilitation  of  sugar  mills.     With  the  passage  and 
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approval  of  the  Bell  Trade  Act  and  the  executive  trade  agreement, 
the  mills  which  had  escaped  destruction  went  into  production.  Sugar 
lands  were  planted.  There  was  every  prospect  that  in  1947,  at  least  a 
portion,  if  not  all,  of  the  domestic  needs  for  sugar  would  be  met  by 
production  in  the  Philippines. 

Manila  Harbor  congestion 

As  more  and  more  ships  loaded  with  import  goods  arrived  in 
Manila,  piers  in  service  proved  inadequate  to  the  task  of  unloading. 
Ships  waited  for  weeks  to  unload  their  cargo,  some  of  it  vital  to  the 
economic  requirements  of  the  nation.  A  plan  was  evolved,  in  con- 
sultation with  the  High  Commissioner's  office,  for  the  granting  of 
priorities  for  various  types  of  cargo  in  order  to  get  essential  cargo 
unloaded  as  rapidly  as  possible.  President  Roxas  appointed  a  Harbor 
Commission  to  accelerate  this  project.  In  the  space  of  60  days  the 
Manila  Harbor  congestion  was  cleared. 

At  one  point  marine-insurance  underwriters  in  the  United  States 
threatened  to  withdraw  insurance  on  cargoes  destined  for  Manila,  due 
to  the  long  wait  in  Manila  Harbor  and  the  danger  of  cargo  deteriora- 
tion and  pilferage.  As  a  result  of  the  prompt  steps  taken  to  solve 
the  congestion  problem  and  a  strengthening  of  the  harbor-police 
system  to  meet  the  pilferage  threat,  the  insurance  underwriters 
withdrew  their  projected  move. 

Emergency  Powers  of  the  President  of  the  Commonwealth 

Under  Commonwealth  Act  No.  600  (as  amended),"  the  President 
of  the  Commonwealth  of  the  Philippines  was  given  wide  and  sweeping 
powers  to  govern  by  edict  in  intervals  between  sessions  of  the  legisla- 
ture. This  act  was  voted  as  emergency  war-powers  legislation  in 
1940  in  anticipation  of  emergencies  arising  from  the  imminence  of  war. 
At  the  time  of  the  passage  of  this  legislation,  there  were  fears  expressed 
in  Washington  and  by  the  High  Commissioner  lest  the  powers  granted 
the  Commonwealth  President  be  misused.  The  then  High  Commis- 
sioner had  even  considered  recommending  to  the  President  of  the 
United  States  that  this  act  be  prevented  from  becoming  law.  Presi- 
dent Quezon,  however,  made  a  pledge  that  he  would  not  use  the  powers 
granted  him  except  under  extraordinary  conditions  of  necessity  and 
only  then  after  consultation  with  the  High  Commissioner. 

With  the  outbreak  of  war,  it  soon  became  apparent  that  the  Emer- 
gency Powers  Act  would  stand  in  good  stead  when  the  Commonwealth 
government-in-exile  was  established  in  Washington.  The  Emergency 
Powers  Act  furnished  the  legal  authority  for  many  actions  of  the 
President.  This  grant  of  authority  continued  to  be  used  during  the 
liberation  and  after  the  convening  and  recess  of  the  first  special 
session  of  the  legislature.  It  was  under  this  Emergency  Powers  Act, 
for  instance,  that  President  Osmena  had  declared  a  moratorium. 
Many  other  Executive  orders  under  this  act  were  issued  from  time 
to  time. 

After  the  election  of  President  Roxas,  he  made  a  public  pledge 
that  he  would  not  use  the  powers  granted  him  under  any  circum- 
stances and  that  he  intended  eventually  to  ask  for  the  repeal  of  the 

"  The  original  act  empowered  the  President  to  issue  Executive  orders  with  the  force  of  law  only  between 
sessions  of  the  legislature.  An  amendment  (Commonwealth  Act  No.  620)  authorized  the  issuance  of  such 
Executive  orders  between  regular  sessions  of  the  legislature,  thus  disregarding  special  sessions. 
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law  entirely.    During  the  period  covered  by  this  report  he  continued 
to  maintain  this  position. 

Governmental  preparations  for  independence 

Preparations  were  completed  for  the  turning  over  to  the  Philippine 
Government  of  jurisdiction  over  the  issuance  of  passports  for  Filipinos 
to  travel  abroad.  Arrangements  were  completed  for  the  authorization 
of  the  United  States  State  Department  to  handle  diplomatic  and  con- 
sular representatives  for  the  Philippine  Republic  in  areas  where  the 
Philippines  did  not  maintain  such  representation. 

Financial  arrangements — arrears  on  sinking  jund 

The  United  States  Government  held  in  trust  approximately 
$6,250,000  in  United  States  Government  bonds  for  the  Philippine 
Government  against  the  prewar  issuance  to  the  Philippine  Army  of 
arms  and  other  equipment.  Upon  the  recommendation  of  the  High 
Commissioner  and  the  endorsement  of  the  Interior  Department  and 
the  Department  of  State,  legislation  was  introduced  and  enacted  to 
return  these  securities  to  the  Philippine  Government. 

Under  the  terms  of  the  Independence  Act,  the  Philippine  Govern- 
ment had  been  committed  to  the  retirement  before  independence  of 
all  of  that  part  of  its  external  debt  which  had  been  guaranteed  by  the 
United  States  Government.  The  proceeds  from  the  export  tax  on 
Philippine  exports  shipped  to  the  United  States  beginning  January  1^ 
1941,^^  had  been  earmarked  for  that  purpose.  But  as  of  June  1946 
there  was  less  than  $1,000,000  in  the  export  tax  fund  (all  of  which  had 
been  collected  in  1941)  and  the  Commonwealth  was  even  in  arrears  on 
ordinary  payments  into  the  sinking  fund  provided  by  other  legislation. 
President  Roxas,  therefore,  undertook  negotiations  with  the  Treasury 
Department  of  the  United  States  Government  and  reached  an  agree- 
ment by  which  the  Philippine  Government  agreed  to  make  a  lump- 
sum settlement  of  all  sinking-fund  payments  which  were  in  arrears 
from  the  war  years  (approximately  $10,000,000)  and  to  continue 
current  payments  until  the  outstanding  bonds  were  retired. 

Philippine  Army 

Throughout  1945  and  the  first  half  of  1946  the  Philippine  Army 
remained  operationally  and  financially  a  part  of  the  United  States 
Army  in  the  Philippines.  Arrangements  were  completed  for  the 
formal  transfer  on  June  30  of  jurisdiction,  command,  and  responsi- 
bility for  the  Philippine  Army  to  the  Philippine  Government.  To- 
gether with  the  command,  the  United  States  Army  agreed  to  turn 
over  without  cost  or  charge  all  of  the  arms,  equipment,  and  supplies 
of  the  Philippine  Army  which  had  been  furnished  by  the  United 
States  Army.  This  equipment  and  material  was  valued  in  excess  of 
$100,000,000.  Lt.  Gen.  W.  D.  Styer,  Commanding  General, 
AFWESPAC,  made  the  formal  transfer  to  President  Roxas  in  a  well- 
publicized  ceremony  in  Manila.  Beginning  on  that  date  the  respon- 
sibility for  the  pay  and  supply  of  the  Philippine  Army  became  the 
charge  of  the  Philippine  Government.  However,  the  United  States 
Army  agreed  to  continue,  for  an  interim  period,  to  supply  certain 
essential  items  of  ration  and  material  to  the  Philippine  Army  without 

"  Sec.  6  (a)  (5)  of  Public  Law  127,  73d  Cong. 
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<?ost.     This  arrangement  was  in  anticipation  of  a  military-assistance 
agreement  scheduled  to  be  negotiated  with  the  new  Republic. 

Military-assistance  agreement 

In  late  May  of  1946,  in  furtherance  of  an  arrangement  reached  with 
President  Roxas  during  his  visit  to  Washington,  there  was  introduced 
into  the  United  States  Congress  a  resolution  authorizing  the  Presi- 
dent of  the  United  States  to  furnish  without  charge  to  the  Philippine 
Republic  certain  military  equipment  and  supplies  and  to  lend  major 
equipment  including  naval  vessels  (other  than  major  combatant 
vessels)  for  the  development  of  the  Philippine  Army  and  of  an  off- 
shore patrol.  This  bill  was  unanimously  enacted  by  both  Houses, 
was  signed  by  the  President  on  June  26,  and  became  Public  Law  454, 
Seventy-ninth  Congress. 

Anticipating  the  terms  of  this  law,  the  United  States  Navy  had 
undertaken  early  in  1946  to  train  considerable  numbers  of  enlisted 
personnel  and  officers  of  the  Philippine  Army  in  naval  techniques. 
These  were  organized  into  the  so-called  Offshore  Patrol.  The  United 
States  Navy  designated  83  vessels  including  surplus  yard  craft, 
tugboats,  LST's,  and  patrol  torpedo  boats,  for  eventual  transfer  to 
the  Philippine  Government  on  a  loan  basis  under  the  terms  of  the 
proposed  military-assistance  agreement. 

Council  oj  State 

Shortly  after  his  election.  President  Roxas  revived  an  organization 
which  had  first  been  established  by  President  Quezon,  the  Council  of 
State.  This  group  consisted  of  the  President  of  the  Senate,  the 
Speaker  of  the  House,  the  majority  leaders  in  both  chambers,  the 
Commissioner  of  the  Budget,  the  Chief  Justice  of  the  Supreme 
Court,  and  Mr.  Jose  Yulo,  former  Speaker  of  the  House.  This  group 
met  with  the  President  periodically  to  advise  him  on  matters  of 
broad  national  policy  and  especially  on  matters  of  foreign  policy. 
Shortly  after  the  reorganization  of  the  council,  President  Roxas 
invited  former  President  Osmena  to  become  a  member.  President 
Osmefia  assented,  although  he  attended  very  few  sessions. 

Cabinet  changes  for  independence — other  appointments 

Upon  the  proclamation  of  independence,  the  Department  of  Foreign 
Affairs  was  formally  activated.  Vice  President  Elpidio  Quirino,  who 
had  been  given  the  portfolio  of  Secretary  of  Finance,  was  appointed 
by  the  President  as  Secretary  of  Foreign  Affairs.  The  post  of  Secre- 
tary of  Finance  was  left  vacant.  Under  Secretary  of  Finance  Miguel 
Cuaderno  was  given  the  title  of  "Acting." 

Provision  had  already  been  made  in  the  budget  for  the  liquidation 
of  the  Office  of  the  Resident  Commissioner.  President  Roxas  had 
decided  to  retain  Gen.  Carlos  P.  Romulo  as  Resident  Commissioner, 
despite  Romulo's  identification  with  the  political  opposition,  until 
July  4.  President  Roxas  designated  Hon.  Joaquin  M.  Elizalde  as 
first  Ambassador  to  the  United  States.  Romulo  was  named  Permanent 
Delegate  to  the  General  Assembly  of  the  United  Nations,  with  the 
personal  rank  of  Ambassador.  There  were  no  other  changes  in  the 
cabinet  and  no  other  major  appointments. 
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HIGH    commissioner's    OFFICE    (C) 

Changes  in  'personnel  in  the  Office  of  the  High  Commissioner 

Following  the  resignation  of  Gen.  Ernest  W.  Burt  as  legal  adviser 
to  the  High  Commissioner,  Brig.  Gen.  Benjamin  F.  Caffey,  Jr.,  who- 
had  been  at  a  command  post  in  the  Army  Infantry  Training  Center 
at  Fort  Benning,  Ga.,  agreed  to  accept  temporary  service  as  legal 
adviser  to  the  High  Commissioner  in  the  Philippines.  I  requested. 
his  assignment  because  he  had  served  as  assistant  legal  adviser  to  the 
High  Commissioner  in  1938.  He  successfully  discharged  the  duties  of" 
his  assignment  until  July  4. 

Upon  the  transfer  to  the  United  States  of  Maj.  Robert  Wilson,, 
administrative  officer,  Maj.  James  Thomas  McAndrew  was  assigned. 
by  AFWESPAC  as  administrative  officer.  Office  of  the  High  Com- 
missioner. 

The  pay-roll  roster  of  the  Office  of  the  High  Commissioner,  not 
including  military  or  naval  personnel,  as  of  December  31,  1945,  was  as- 
follows: 


FILIPINO  EMPLOYEES 


Hernando  J.  Abaya 
Lorenzo  Agas 
Geronimo  Agsalud 
Constancio  Alejandro 
Juan  P.  Aquino 
Jose  Aragon 
Marciano  Baltazar 
Victor  Baltazar 
Daniel  Bartolome 
Amado  Bascara 
Pedro  Bugarin 
Francisco  Gabrera 
Teofilo  Campana 
Ricardo  Cancio 
Prudencio  Cimafranca 
Gil  Cobanen 
Rodrigo  Coloso 
Roberto  Coraso 
Leonardo  Culson 
Vivencio  Dagani 
Cornelio  Damortis 
Martin  David 
Carlos  Deniega 
Ricardo  Dimalanta  J. 
Alfonso  Dominguez 
Valentin  Dominguez 
Saguire  Dongay 
Faustino  V.  Ferrer 
Hilario  Ferrer 
Pedro  T.  Gozun 
Dominader  Gutierrez 
Avelino  de  Guzman 
Eduardo  de  Guzman 
Fabian  de  Guzman 
Jose  de  Guzman 
Bievenido  Ilao 
Vicente  Ilagan 
Roberto  Lora 


Cipriano  Manalo 
Gil  Mascardo 
Vicente  Mills 
Santiago  Musa 
Juan  Natan 
Cristino  Oiler 
Alpio  Y.  Paguirigan 
Mamerto  Palapala 
Antonio  Pantaleon 
Francisco  Paves 
Salvador  Ricardo 
Jose  Sta.  Juana 
Antonio  Tagle 
Julio  Tenorio 
Santiago  Tiocson 
Constantino  Tirona 
Alfonso  C.  Abales 
Leonardo  Abalos 
Pauline  Abunay 
Agaton  Amadar 
Marcalo  Balcos 
Magdaleno  Bueno 
Tomas  de  la  Cruz 
Alejandro  Diokno 
Teofilo  Guardino 
Alfredo  de  Jesus 
Geronimo  Mansanilla 
Magin  Mariano 
Dominador  Medina 
Mose  Miscuai 
Rufino  Navarro 
Eugenio  Orcullo 
Cataline  Pining 
Justino  Solano 
Fabiano  Torres 
Arsenio  Umali 
Florencio  Virav 
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AMERICAN    EMPLOYEES 


Frank  N.  Belgrano,  Jr.  Dorothy  Corr  Lolliot 

Richard  W.  Bunch  _    Ruth  P.  Lovell 
Helen  Burke  Janet  D.  Wilson 

Ernestine  Burns  -Julian  Wolfson 

Thomas  G.  Copello  Frederick  L.  Worcester 

Elise  Flahavan 

Preparations  for  transition  of  High  Commissioner' s  Office  to  Embassy 
status 

The  State  Department  had  decided  that  the  American  diplomatic 
estabhshment  in  the  Philippines  after  independence  would  be  an 
Embassy,  in  recognition  of  the  high  importance  attached  by  the  United 
States  to  its  relations  with  the  Philippines.  It  was  agreed  that  the 
physical  properties  of  the  Office  of  the  High  Commissioner  in  Manila 
which  could  be  utilized  for  the  operation  of  the  new  Embassy  would 
be  automatically  transferred  to  the  Embassy.  Mr.  Nathaniel  P. 
Davis,  who  had  been  detailed  by  the  State  Department  to  the  staff 
of  the  High  Commissioner  as  special  adviser  was  designated  as  minis- 
ter counselor  of  the  Embassy.  The  Office  of  the  High  Commissioner 
was  to  become  the  Chancery  of  the  Embassy  and  the  Residence  of  the 
High  Commissioner,  the  Residence  of  the  Ambassador.  The  High 
Commissioner's  summer  residence  in  Baguio,  the  only  permanent 
residence  owned  by  the  United  States  Government,  was  scheduled  to 
become  the  summer  residence  of  the  Ambassador. 

Arrangements  were  also  made  for  such  of  the  staff  of  the  High 
Commissioner  as  desired  to  remain  on  duty  with  the  United  States 
Government  in  the  Philippines  after  independence  to  be  automatically 
taken  over  by  the  Embassy. 

At  the  request  of  the  President,  I  agreed  to  accept  the  post  as  first 
Ambassador.  The  members  of  the  High  Commissioner's  staff  who 
agreed  to  and  were  designated  to  remain  with  the  Embassy  were  as 
follows; 

Mr.  E.  D.  Hester,  economic  counselor. 

Commander  J.    C.   C.   Edelstein,   director  of  information   and 
cultural  relations  and  liaison  officer  with  the  President  of  the 
Philippines. 
Col.  Millard  Libby,  military  attache  and  adviser  to  the  Ambas- 
sador. 
Maj.  James  McAndrew,  administrative  officer. 

Virtually  the  entire  secretarial  and  technical  staff  of  the  Higk 
Commissioner  was  transferred  to  the  Embassy. 

On  July  4,  1946,  as  the  Philippine  national  flag  rose  on  the  cere- 
monial flagstaff  to  replace  the  Stars  and  Stripes,  the  seal  of  the  High 
Commissioner  was  removed  from  the  Office  and  Residence,  to  be 
replaced  by  the  seal  of  the  United  States.  The  High  Commissioner's 
Office  became  the  Embassy  of  the  United  States  in  the  Philippine 
Republic.  Shortly  after  that  ceremony,  I  was  duly  accredited  as  the 
first  United  States  Ambassador  to  the  Philippine  Republic.  The 
Office  of  the  High  Commissioner,  which  had  been  created  on  Novem- 
ber 15,  1935,  with  the  launching  of  the  Philippine  Commonwealth, 
the  Office  which  replaced  that  of  Governor  General,  ceased  to  exist 
except  as  a  function  of  liquidation  in  terms  of  property  and  records 
and  the  preparation  of  this  final  report  caUed  for  by  law. 
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President  Truman,  anticipating  the  necessity  of  liquidation,  had, 
hy  formal  letter,  vested  in  me  the  authority  for  liquidation/^ 

Fiscal  report  oj  the  office  oj  the  High  Commissioner 

Unexpended  balances  in  the  appropriations  for  the  office  of  the 
United  States  High  Commissioner  for  the  fiscal  years  1945  and  1946 
were  continued  available  in  the  fiscal  year  1947  for  the  necessary 
expenses  of  liquidation  of  the  office  and  payment  of  outstanding 
obligations.  On  June  30,  1947,  the  unexpended  balances,  following 
liquidation  of  the  office  of  the  High  Commissioner  and  the  publica- 
tion of  the  final  report,  reverted  automatically  to  the  general  fund  of 
the  Treasury. 

XVI.  NEW  POLITICAL  ISSUES  AND  ORIENTATIONS 

THE  INDEPENDENCE  ISSUE 

Background 

As  a  result  of  the  su'ccessful  political  battles  led  by  President  Roxas 
for  the  approval  of  the  Bell  Trade  Act,  including  all  its  provisions, 
the  ground  was  laid  for  new  political  orientations  in  the  Philippines. 
Por  one  thing,  there  was  a  great  need  for  a  long-term  political  issue. 

Before  the  war  and  for  many  years  prior  to  the  war,  the  major 
political  rallying  cry  in  the  Philippines  had  been  independence. 
During  the  time  of  Gov.  Gen.  Leonard  Wood,  the  independence 
issue  had  been  largely  set  aside  in  favor  of  an  old-fashioned  fight 
between  those  who  advocated  cooperation  with  the  Wood  regime 
and  those  who  favored  outright  defiance  to  General  Wood.  Quezon, 
leading  the  forces  of  defiance,  had  won,  while  Osmena  who  m-ged  a 
somewhat  more  conciliatory  course,  had  been  defeated,  but  the  issue 
was  so  thin  that  there  was  no  difficulty  in  reconciling  the  two  camps 
immediately  after  the  election.  Both  factions  were  united  in  advocacy 
of  "absolute  and  complete  independence." 

Realistic  reexamination 

The  proponents  of  dominion  status  or  statehood  for  the  Philippines 
and  a  permanent  connection  with  the  United  States  had  fallen  by 
the  wayside  in  the  early  years  of  the  American  regime.  A  brief 
revival  of  anti-independence  sentiment  occurred  in  the  period  1938-40 
after  I  advocated  a  realistic  reexamination  of  independence,  but  most 
of  the  supporters  of  the  reexamination  move,  including  myself,  had 
advocated  merely  a  deferment  of  independence  and  not  a  complete 
abandonment.  The  doctrine  of  independence  had  been  too  deeply 
implanted  in  the  hearts  and  minds  of  the  Filipino  people  to  make 
politically  possible  a  complete  departure  from  it.  Actually,  most  of 
the  political  leaders,  including  President  Quezon,  had,  before  the 
war,  indicated  publicly  and  otherwise  their  receptiveness  to  reexami- 
nation under  certain  optimum  conditions.  Few,  however,  were  will- 
ing to  risk  their  political  necks  by  initiating,  through  official  channels, 
a  move  for  reexamination. 

Then,  of  course,  came  the  war.  During  my  official  visit  to  the 
Philippines  in  August  1945  I  had  made  broad  inquiries  among  the 
political  leaders  concerning  their  basic  attitude  toward  independence. 
I  heard  repeated  reports  that  the  people — if  allowed  a  free  voice — 

"  Copy  of  this  letter  is  found  in  the  appendix,  p.  175,  this  report. 
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would  certainly  choose  to  remain  permanently  attached  to  the  United 
States,  rather  than  face  the  dangers  and  uncertainties  of  independence 
in  the  present  war-devastated  condition  of  the  Islands.  Yet  I  found 
it  a  striking  and  most  paradoxical  circumstance  that  not  a  single 
political  leader  was  willing  to  say  positively  that  he  was  opposed  to 
the  independence  program.  Knowing  what  astute  politicians  the 
Filipinos  are — and  their  extreme  sensitivity  to  basic  public  opinion— 
I  came  to  the  conclusion  that  independence  as  an  issue  was  dead 
beyond  recall  and  that  the  program  for  independence  was  destined 
inevitably  to  go  through. 

Independence  issue  dead 

With  this  conviction  in  mind,  and  upon  further  examination  of  the 
circumstances  and  factors  involved  from  the  American,  as  well  as  the 
Filipino,  point  of  view,  I  came  to  the  final  conclusion  that  Philippine 
independence  could  succeed,  under  the  proper  condition,  and  that 
many  of  the  factors  which  had  mitigated  against  its  success  in  1938  no 
longer  existed.  There  was  no  doubt  that  it  was  now  to  the  supreme 
interest  of  the  United  States  to  grant  the  Philippines  its  independence 
and  to  take  whatever  steps  were  necessary  to  insure  its  success. 

To  those  Americans  and  Filipmos  who,  knowing  my  previous 
advocacy  of  reexamination  of  independence,  persisted  in  1945  and 
1946  in  asking  me  if  I  did  not  feel  that  the  Philippines  would  be  better 
off  without  independence,  and  to  those  Filipinos  who  asked  whether 
the  United  States  Congress  would  favorably  receive  a  request  that 
Philippine  independence  be  postponed,  I  consistently  gave  the  same 
answer.  To  the  Americans  I  said  that  I  did  not  think  that  any 
interruption  in  the  schedule  for  independence  on  July  4  was  practicable 
or  possible;  and  that  I  felt,  in  spite  of  all  the  obstacles  that  an  inde- 
pendent Philippine  Republic  could  and  should  be  established;  to  the 
Filipinos  I  said  that  I  had  no  idea  what  the  American  Congress  would 
do  if  presented  with  a  request  for  a  postponement  of  independence, 
but  that  I  was  confident  that  the  American  Congress  was  prepared  to 
implement  and  support  the  gl'ant  of  independence,  and  that  the  Amer- 
ican Government  was  pi^epared  to  go  through  with  its  pledge  of  inde- 
pendence as  scheduled.  I  said  further  that  any  proposals  for  the 
modification  of  the  independence  program  would  have  to  come  from 
Filipinos,  represent  unquestionably  the  sentiment  of  the  Filipino 
people,  and  be  transmitted  officially  to  the  United  States  Congress 
for  its  consideration. 

To  put  an  end  to  any  misgivings  whatsoever  concerning  my  own 
attitude  toward  independence,  I  took  occasion  on  November  15,  1945, 
in  the  course  of  a  radio  address  commemorating  Commonwealth  Day — 
and  this  was  even  before  I  left  for  Manila — to  state  as  follows: 

The  Filipino  people  have  fought  for  liberty  by  our  side.  Their  sons  have  died 
along  with  ours.  They  have  asked  for  political  independence.  We  have  promised 
it  to  them.  We  will  not  break  our  promise.  I  think  they  can  be  a  successful 
independent  nation.  The  United  States,  I  am  sure,  will  do  its  best  to  help  them 
along  their  way. 

During  the  national  election  of  1946,  the  anti-Roxas  forces  did  their 
best  to  inject  the  independence  issue  into  the  election  fight. 
Representations  were  made  that  Roxas  was  still  a  partisan  of  reexami- 
nation and  an  opponent  of  independence.  This  effort  failed.  Roxas 
stated  unequivocally  that  he  was  foursquare,  for  independence  and 
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maintained  that  he  was  the  only  candidate  prepared  to  propose  a 
program  that  would  make  independence  succeed.  Both  political 
parties  in  this  campaign  carried  in  their  platforms  planks  advocating 
and  embracing  the  proposed  grant  of  independence  on  July  4.  Thus 
independence,  as  a  political  issue,  died  without  further  ado.  A  new 
issue  was  arising. 

A    NEW    ISSUE 

Toward  the  last  of  the  campaign,  the  Osmena  leadership  made 
great  efforts  to  dramatize,  as  an  issue,  pending  economic  legislation 
in  the  United  States  Congress,  namely,  the  trade  rehabilitation  bill 
(Bell  bill).  Following  the  election,  the  composite  Nacionalista  Party 
leadership  met  to  devise  future  strategy.  There  were  some  moves  on 
foot  to  accomplish  the  reunification  of  the  Nacionalista  Party  to 
include  both  Roxas  and  the  Osmena  partisans.  There  were  impedi- 
ments to  such  a  program,  however,  in  the  extreme  bitterness  with 
which  the  campaign  had  been  fought,  in  the  violent  epithets  which  had 
been  flung  at  Roxas,  and  in  the  presence  in  the  anti-Roxas  coalition  of 
unreconcilable  elements  such  as  the  Democratic  Alliance  and  the 
Hukbalahaps  who  bridled  at  any  suggestion  of  realinement  with  the 
new  majority  leadership. 

The  opposition  loses  its  leader 

President  Osmena  had  made  no  secret  of  his  intention  to  withdraw 
completely  from  the  political  field  and  to  abdicate  in  every  sense,  except 
in  name,  the  leadership  of  the  forces  which  had  supported  him  in  the 
national  election.  The  opposition  then  could  not  exist  on  the  basis  of 
personal  leadership.  There  was  no  single  heir  apparent  to  the 
unquestioned  leadership  of  the  Osmena  coalition.  Every  shade  and 
complexion  of  social  viewpoint  was  represented  in  the  opposition,  all 
the  way  from  the  comfortable  conservatism  of  Senator  Rodriguez  to 
the  muckrakmg  progressivism  of  Senator  Tomas  Confesor,  and 
finally  to  the  unabashed  and  extreme  radicalism  of  Hukbalahap 
leader  Luis  Taruc.  , 

Finds  an  issue 

It  was  agreed,  first  of  all,  to  keep  the  coalition  intact  on  the  same 
basis  that  had  existed  during  the  Roxas-Osmena  campaign  fight. 
No  fusion  was  immediately  contemplated,  but  the  alliance  was  to  be 
strongly  maintained.  President  Roxas  himself  gave  every  comfort 
to  the  maintenance  of  a  strong  two-party  system  and  advocated 
without  reservation  the  continuation  of  the  coalition  in  an  opposi- 
tionist role.  Still  an  issue  had  to  be  found.  The  coalition  thought 
it  had  such  an  issue  in  the  so-called  "onerous  provisions"  of  the  Bell 
Trade  Act.  The  desperate  fight  waged  against  the  approval  by  the 
Philippme  Congress  of  the  Trade  Act  was  the  first  move  in  the 
irammg  of  the  issue. 

Almost  inadvertently  this  issue  became  simplified  in  the  popular 
mind,  and  in  political  handling,  into  an  issue  of  being  for  or  against 
the  United  States.  Those  who  opposed  the  Bell  Trade  Act  were 
forced,  in  many  cases  against  their  own  basic  inclinations,  to  attack 
both  the  motives  of  the  United  States  and  the  potential  dangers  in 
store  for  the  Philippines  from  "American  imperialism."  The  left- 
Aving  leaders  of  the  Democratic  Alliance  supplied  the  major  part  of 
the  ideological  ammunition  for  this  attack. 
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The  Roxas  position 

On  the  other  side,  the  Roxas  leaders,  who  were  equally  vague  about 
issues  following  the  victory  of  their  candidate,  soon  found  themselves 
occupying  the  role  of  defenders  of  America.  President  Roxas  himself 
functioned  as  the  chief  ideologist  for  this  stand.  Gradually  President 
Roxas'  Liberal  Party  became  the  fervent  apostle  of  unity  with 
America  and  of  all-out  support  of  both  economic  and  political  coopera- 
tion with  America,  while  the  opposing  faction  found  itself  in  the  posi- 
tion of  attacking  America,  and  of  professing  to  see  in  every  action  of 
the  American  Government  an  attempt  to  diminish  the  sovereignty 
granted  the  Philippines. 

There  was  little  question  that  the  great  majority  of  the  rank  and 
file  of  the  anti-Roxas  group  and  even  many  of  its  leaders,  had  little 
private  enthusiasm  for  the  fundamental  position  in  which  they  now 
found  themselves.  Many  of  the  leaders  resolved  this  paradox  by 
professing  to  find  a  sharp  distinction  between  the  American  people 
and  American  "imperialistic  policy,"  and  between  the  American 
policy  enunciated  by  Roosevelt  and  the  American  policy  of  the  Tru- 
man administration.  Moreover,  the  great  majority  of  the  leaders  of 
the  opposition  took  every  possible  occasion  to  express  their  basic 
fidelity  to  American  ideals  and  principles,  and  to  the  American  way 
of  life. 

Effect  of  world  events 

Meanwhile,  as  the  course  of  world  events  pointed  more  and  more 
toward  a  sharpening  of  international  issues  between  Soviet  Russia 
and  the  United  States,  the  attitude  of  the  Filipino  people  toward 
world  affairs  tended  inevitably  to  be  indistinguishable  from  their 
domestic  attitude  toward  America.  Friendly  references  to  Russia 
practically  disappeared  from  even  the  left-wing  press.  The  Philip- 
pines took  no  middle  road  in  world  affairs.  While  the  political  opposi- 
tion might  attack  America,  it  was  a  piu-ely  internal  political  sentiment, 
which,  at  the  water's  edge,  was  transformed  into  an  unqualified  faith 
in  America.  Thus,  there  was  practically  no  support  in  the  Philippines 
for  the  occasional  demand  made  by  avowed  Communists  that  Ameri- 
can troops  and  forces  be  withdrawn  from  the  Philippines. 

Political  developments  in  the  Islands  illustrated  by  paradox  the 
fact  that  if  American  policy  in  the  Philippines — with  all  its  blemishes, 
inadequacies,  and  delays — had  accomplished  no  other  thing,  it  had 
drawn  the  Filipino  people  into  a  friendship  with  America  which  not 
even  political  expediency  could  impair. 

XVII.  SOCIAL  AND  ECONOMIC  REVIEW,  JULY  4,  1946 

THE    PRESS 

Immediately  following  liberation,  daily  newspapers  sprung  up  like 
mushrooms  all  over  ManUa,  publishing  at  first  only  two  pages,  tabloid 
size.  Newspapers  multiplied  in  numbers  as  they  encountered  a  vu"- 
tually  insatiable  and  news-hungry  market,  starved  by  3  years  of 
censorship  under  Japanese  rule.  In  September  1945  there  were  83 
daily  newspapers  in  the  city  of  Manila  alone.  Every  job-printing 
plant  with  a  hand  press  became  a  publishing  house  for  one  or  more 
newspapers.     Every  politician  or  businessman  with  an  ax  to  grind 
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acquired  a  newspaper.  The  vast  majority  were  printed  in  English^ 
There  were  some,  however,  printed  in  Chinese,  Spanish,  and  Tagalog^ 
the  native  dialect.  Many  of  these  newspapers  pubhshed  irregularly 
whenever  they  could  obtain  advertising  or  a  new  "angel." 

The  shake-down 

Gradually,  however,  as  the  supply  of  newsprint  became  somewhat 
greater  and  as  those  newspapers  with  adequate  printing  facilities  and 
financing  developed  editorial  staffs,  a  number  of  newspapers  estab- 
lished a  clear  domination  over  the  rest  of  the  field.  Fly-by-night 
publications  gradually  disappeared.  By  June  1946  approximately 
20  newspapers  remained  in  the  daily  field,  supplemented  by  numerous 
weeklies,  monthlies,  and  other  periodicals. 

Of  the  dailies,  five  have  demonstrated  unquestioned  staying  power 
and  have  become,  relatively  speaking,  responsible  journals  of  public 
opinion.  These  are  the  Evening  News,  owned  by  Mr.  Ramon  Roces;; 
the  Manila  Times,  also  owned  by  the  Roces  family  but  operated  by" 
Mr.  Joaquin  Roces;  the  Manila  Bulletin,  owned  by  Mr.  CarsoQ 
Taylor,  an  American;  the  Manila  Chronicle,  owned  by  a  combine 
headed  by  Mr.  A/fanuel  Villanueva;  the  Manila  Post,  edited  and  pub- 
lished by  Mr.  Abelardo  Subido.  There  were,  in  addition,  two  left- 
wing  newspapers  which  showed  a  considerable  amount  of  virility: 
The  Star  Reporter  and  the  Liberty  News.  These  were  the  priacipaL 
newspapers  of  Manila  and  of  the  Philippines.  They  were  all  printed 
in  English.  By  using  the  local  air  lines,  they  attained  nation-wide 
circulation  and  discouraged  the  development  of  provincial  newspapers 
such  as  had  existed  before  the  war.  Nevertheless,  a  few  significant 
provincial  papers  appeared,  notably  the  Pioneer  Press  of  Cebu.  The 
Manila  papers,  however,  dominated  the  national  field.  The  Manila 
Times,  for  instance,  attained  a  circulation  of  60,000  daily;  the  Evening^ 
News,  40,000;  the  Manila  Bulletin,  25,000.  The  total  circulation  of 
these  newspapers  far  exceeded  total  prewar  newspaper  circulation. 

Foreign  language  press 

Only  one  Spanish  language  newspaper  lasted  out  the  shake-down. 
This  was  La  Voz  de  Manila,  whose  circulation  was  largely  restricted 
to  the  Spanish  elite  of  the  metropolitan  area.  Although  this  news- 
paper showed  a  tendency  to  be  occasionally  friendly  to  Franco,  it 
was,  like  the  other  Philippine  newspapers,  intensely  nationalistic  for 
the  Philippines  and  oriented  completely  to  Philippine  affairs.  There 
were,  in  addition,  two  newspapers  printed  in  Tagalog  with  relatively 
small  circulation,  both  leftist,  and  one  weeldy  magazine  printed  in 
Tagalog,  of  extremely  wide  circulation.  It  was  apparent  that  the 
Philippines  had  become,  as  a  result  of  the  war,  completely  wedded  to 
the  English  language.  As  far  as  daily  affairs  were  concerned,  Englisli 
was  apparently  to  be  the  language  of  function. 

Freedom  of  the  press 

The  Manila  press,  relieved  of  all  censorship,  proved  itself  to  be 
perhaps  the  freest  in  the  world — free  to  the  point  of  more  than 
occasional  irresponsibility.  Nevertheless,  the  spectacle  of  a  national 
press  exercising  to  the  full  its  constitutional  freedoms  was  a  refreshing 
one  in  the  Far  East.  All  of  the  Manila  newspapers  obtained  the 
services  of  one  or  more  of  the  major  American  press  associations. 
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The  British  news  agency,  Reuters,  after  making  a  determined  bid  for 
large-scale  business  in  the  Philippines,  became  relegated  to  the  position 
of  a  supplementary  service,  concentrating  on  business  and  trade  news. 
The  Manila  press,  as  before  the  war,  gives  primary  attention  to 
news  from  the  United  States,  although  domestic  news  is  intensively 
and  lengthily  reported.  Practically  every  newspaper  has  adopted 
the  tabloid  format.  Most  of  the  larger  papers  have  shown  an  in- 
creasing tendency  to  eschew  sensationalism  and  follow  the  semi- 
conservative  journalistic  pattern  of  the  better  American  newspapers. 

Outlook  for  Philippine  journalism 

The  intrinsic  quality  of  journalism  in  the  Philippines  is  as  yet  not 
high,  but  the  traditions  are  identical  with  journalistic  traditions  in  the 
United  States.  The  chief  problem  is  the  fact  that  there  is  an  insuffi- 
cient number  of  newspapermen  with  backgrounds  of  long  experience. 
The  number  of  men  employed  in  the  newspaper  field  in  the  Philippines 
today  is  many  times  what  it  was  before  the  war.  There  have  been 
drawn  into  the  newspaper  ranks  many  individuals  with  little  journal- 
istic training — the  so-called  liberation  newspapermen.  Many  of  the 
prewar  newspapermen  have  gone  into  other  pursuits,  leaving  an  en- 
tirely new  and  inexperienced  generation  to  inherit  the  journalistic 
traditions  and  responsibilities.  There  is  no  question  but  that  the 
newspapers  of  the  Philippines  will  gradually  grow  up  to  their  greatly 
enhanced  responsibilities  and  power. 

The  press  as  a  whole  is  intensely  nationalistic  and  rather  more 
radical  than  the  general  population.  The  result  of  this  is  reflected  in 
an  editorial  viewpoint  well  in  advance  of  national  public  opinion. 

IMMIGRATION 

The  basic  Philippine  immigration  law  enacted  before  the  war 
provided  an  annual  quota  of  500  for  every  nationality.  The  greatest 
immigration  pressure  is  from  China.  Inasmuch  as  there  is  a  strong 
undercurrent  of  anti-Chinese  feeling  in  the  Philippines,  the  tendency 
is  to  decrease  the  quotas  rather  than  enlarge  them.  Numerous  moves 
have  been  initiated  in  the  Philippine  Congress — -but  without  success— 
to  reduce  immigration  quotas  below  the  present  level.  This  is  one  of 
the  principal  outlets  of  the  Philippine  nationalistic  spirit. 

A  considerable  amount  of  smuggling  of  Chinese  into  the  Philippines 
occurred  during  the  occupation.  It  continued  to  thrive  during  the 
period  of  the  liberation  and  thereafter.  Insistent  reports  of  illegal 
entry  of  Chinese  through  the  payment  of  special  fees  to  immigration 
officials  and  to  political  leaders  circulate  from  time  to  time.  For  this 
reason  successive  waves  of  public  scrutiny  of  the  immigration  prob- 
lem have  resulted.  Frequent  raids  on  Chinese  residential  and  busi- 
ness areas  are  conducted  by  the  police  in  an  effort  to  round  up  ille- 
gally entered  immigrants.  Few  immigrants  of  other  countries  have 
taken  advantage  of  the  quotas,  due  in  part  to  the  absence  of  adequate 
overseas  transportation  facilities. 

Under  the  terms  of  the  executive  trade  agreement,  1,000  American 
businessmen  and  technical  experts  can  be  admitted  into  the  Philip- 
pines annually  above  quota,  to  remain  in  the  Philippines  for  a  maxi- 
mum period  of  5  years.  American  military  personnel  discharged 
from  service  in  the  Philippines  have  been  permitted  to  remain  there  in 
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considerable  numbers  to  engage  in  business  and  have  been  charged 
either  against  the  trade-agreement  quota  or  the  regular  immigration 
quota,  as  the  particular  case  would  indicate.  There  has  been  a  mini- 
mum of  difficulty  in  the  admittance  of  Americans  into  the  Philippines 
other  than  the  difficulties  occasioned  by  transportation  shortages. 
Beginning  July  4,  Americans  arriving  in  the  Philippines  are  required  for 
the  first  time  to  have  visas,  although  an  arrangement  was  made  to 
waive  these  visas  in  the  case  of  military  personnel. 

The  action  by  the  United  States  Congress  in  approving  a  measm-e 
to  establish  an  immigration  quota  for  Filipinos  desiring  to  enter  th& 
United  States  ^*  and  permitting  the  naturalization  of  Filipinos  as 
American  citizens  was  very  favorably  received  in  the  Philippines  and 
removed  one  of  the  chronic  sources  of  complaint  against  discrimina- 
tion and  nonreciprocity.  Applications  by  Filipinos  to  emigrate  to 
the  United  States  are  consistently  far  in  excess  of  the  basic  quota. 

Large  numbers  of  Filipinos  have  obtained  transit  and  visitors'  visas 
to  the  United  States  during  the  past  year,  but  have  been  delayed  by 
the  lack  of  transportation.  It  is  expected  that  the  number  of  Fili- 
pinos entering  the  United  States  for  these  purposes  will  be  very  heavy 
dm-ing  the  balance  of  1946  and  1947,  depending  on  the  availability  of 
air  and  surface  transport  facilities. 

POPULATION 

The  last  census  of  the  Philippines  (1939)  showed  a  population  of 
16,000,303  which  was  divided  in  the  following  racial  groups:  brown, 
15,758,367;  yellow,  141,811;  white  19,300;  American  Negro,  173f 
negrito,  28,984;  mixed,  50,519;  race  not  reported,  879. 

It  has  been  estimated  by  Philippine  officials  that  between  one  and 
two  million  Filipinos  died  as  a  result  of  the  war.  This  does  not  in- 
clude the  total  who  died  from  natural  causes  during  the  Japanese 
occupation. 

The  Philippine  Bureau  of  the  Census,  basing  its  calculation  on. 
sample  survey,  estimates  the  current  population  at  18,400,000.  It 
was  proposed  that  a  new  census  be  held  this  year,  but  no  appropriation 
for  it  was  made.  The  usually  high  birth  rate  in  the  Philippines  went 
even  higher  during  the  occupation  and  is  now  continuing  its  upward 
trend,  according  to  unofficial  estimates. 

The  fact  that  there  has  been  no  epidemic  of  any  proportions  in  any^ 
area  in  the  Philippines  and  the  restitution  of  rudimentaiy  but  effec- 
tive sanitation  measures  throughout  the  islands  have  further  accel- 
erated the  upward  trend  of  population. 

As  a  result  of  the  liberation  and  the  large  number  of  American 
troops  stationed  in  the  Philippines,  considerable  numbers  of  mixed 
unions  have  taken  place.  The  strain  of  Caucasian  blood,  especially 
of  American  nationality  wUl  be  greatly  increased.  Unlike  in  other 
parts  of  the  world,  the  admixture  is  not  a  source  of  discrimination 
and  will  be  absorbed  into  the  higher  economic  levels  of  the  population. 
The  effect  of  this  influx  will  be  especially  noticeable  in  the  next 
generation. 

Interestingly  enough  there  was  a  minimum  of  unions  with  Japanese 
occupation  troops;  the  number  of  Japanese  mestizos  (half-breeds)  is. 

»  See  p.  72,  this  report. 
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comparatively  very  small.     Such  mestizos  are  problems  because  they 
are,  and  will  continue  to  be  for  many  years,  subject  to  discrimination. 

THE    MORO    QUESTION 

For  many  years  prior  to  the  war,  the  so-called  Moro  question  had 
been  one  of  the  burning  issues  both  of  Philippine  politics  and  of 
Philippine-American  relations.  One  of  the  great  arguments  against 
independence  in  the  twenties  and  before  had  been  the  existence  of 
a  large  Mohammedan  Filipino  population  in  the  Island  of  Mindanao 
and  in  the  Sulu  Archipelago.  Nurtured  by  traditions  of  centuries  of 
internecine  warfare  between  Filipino-Moros  and  Filipino-Christians, 
it  was  believed  that  the  Moros  could  never  get  along  in  the  same 
region  and  in  the  same  government  with  the  Christians.  It  was  for 
that  reason  that  the  areas  of  the  Philippines  inhabited  by  Moros  had 
alv/ays  been  singled  out  for  special  governmental  treatment  both 
under  American  Governors  General  and  even  under  the  Common- 
wealth. 

President  Quezon  had,  it  is  true,  made  special  efforts  to  erase  the 
dividing  line  between  Moros  and  Christians,  and  to  stress  the  identity 
of  both  groups  as  Filipmos. 

It  has  been  a  common  saying  that  Moros  preferred  Americans  to 
Christian  Filipinos.  During  the  decades  of  consideration  of  Philip- 
pine independence,  the  proposal  had  frequently  been  made  that  the 
United  States  grant  independence  to  all  of  the  Philippines,  except 
the  Moro  country,  which  would  be  permanently  retained  under 
American  sovereignty.     But  what  are  the  facts? 

General  impression  to  the  contrary,  the  Moros  are  a  minority  in 
every  area  in  which  they  inhabit  with  the  exception  of  the  Sulu 
Archipelago.  Chilis tians  far  outnumber  Moros  on  the  Island  of 
Mindanao;  even  in  Lanao,  one  of  the  principal  Moro  provinces, 
Christians  are  in  the  majority.  A  solution  of  separatism,  therefore, 
was  out  of  the  question.  The  war,  however,  appears  to  have  solved 
this  problem,  if  it  ever  was  a  problem.  The  Moros,  while  traditionally 
warlike,  showed  about  the  same  degree  of  devotion  to  America  as 
did  the  rest  of  the  Filipino  people.  In  guerrilla  forces  on  Mindanao, 
Moros  and  Christians  fought  side  by  side  along  with  Americans  of 
every  religious  faith,  without  distinction. 

Moro  leaders 

A  sufficient  number  of  Moros  have  been  trained  and  schooled  to 
provide  ample  leadership  in  political  as  well  as  social  and  economic 
pursuits.  One  of  the  most  eminent  Mindanao  guerrilla  leaders  dur- 
ing the  occupation  was  Col.  Salipada  Pendatum,  a  Moro,  university- 
educated,  highly  literate,  and  a  personable  young  man.  He  was 
elected  to  the  Philippine  Senate  in  1946  by  a  nation-wide  vote. 
Together  with  an  incumbent  Moro  member  of  the  Senate,  Senator  Sa 
Ramain,  there  are  today  2  Moro  members  of  the  upper  House  out  of 
a  total  of  24  Senators,  despite  the  fact  that  the  Moro  population  of 
the  Philippines  represents  no  more  than  one-fifteenth  of  the  total.  In 
addition,  there  is  Senator  Tomas  Cabili,  from  Lanao,  who,  although  a 
Christian,  is  considered  a  leader  among  the  Moros. 

President  Roxas  following  his  election  designated  another  Moro  who 
had  been  in  the  forces  of  resistance,  Maj.  Luis  Maronbasar,  a  former 
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official  of  the  regular  Philippine  Army,  as  Governor  of  Lanao,  a  so- 
called  Moro  Province,  although,  as  already  stated,  the  majority  of  the 
inhabitants  are  Christians.  As  soon  as  the  inhabitants  of  Lanao  in- 
dicate that  they  so  desire.  President  Roxas  promised  they  would  be 
given  the  right  to  elect  their  own  Governor,  on  the  same  basis  as  any 
other  Province. 

The  Moro  question,  along  with  many  others  of  the  one-time 
obstacles  to  Philippine  independence,  has  disappeared. 

SURVEY  OF  PHILIPPINE  TRADE  AND  ECONOMY,  JULY  4,  1946 

Banks  and  banking 

As  of  July  4,  every  prewar  bank,  with  the  exception  of  the  Monte  de 
Piedad,  was  back  in  operation.  Most  of  them  had  been  rehabilitated 
and  stood  on  a  sound  financial  basis.  The  Osmeiia  administration 
created  an  organization  known  as  the  Financial  Institution  Rehabili- 
tation Board  for  the  rehabilitation  of  banks;  this  organization,  fi- 
nanced with  Government  funds,  invested  heavily  in  a  number  of  the 
banks  which  needed  refinancing.  As  a  result,  the  Government  is 
represented  on  the  board  of  directors  of  several  of  the  largest  Filipino 
banks  in  Manila.  The  Government  has,  of  course,  complete  control 
of  the  Philippine  National  Bank. 

The  three  principal  foreign-owned  banks,  the  American-owned 
National  City  Bank,  the  Chinese-owned  China  Bank,  and  the  British- 
owned  Hongkong  Bank,  have  returned  to  their  prewar  position  of 
strength  in  the  local  banking  picture.  Generally  speaking,  the  banks 
in  the  Philippines  are  more  liquid  today  than  they  were  even  before 
the  war.  The  Philippine  National  Bank  especially  has  been 
strengthened. 

The  huge  turn-over  in  short-term  loans  incident  to  the  thriving 
export-import  business  immediately  following  liberation  gave  heavy 
profits  to  the  banks  and  helped  stabilize  their  financial  standing. 

Credit  Jacilities 

Short-term  credit  facilities  for  established  business  firms  are  avail- 
able, although  interest  rates  have  been  consistently  high.  Banks 
showed  no  special  willingness  to  extend  long-term  credits  on  ventures 
that  were  not  gilt-edged,  preferring  trade  and  export-import  activities. 
Relatively  few  loans  were  made  on  long-term  productive  undertakings 
in  connection  with  rehabilitation.  Banks  have  been  loath  to  make 
loans  on  the  basis  of  anticipated  war-damage  payments  for  the  re- 
habilitation of  sugar  mills  and  coconut  oil  mills,  although  a  few  of 
these  were  made  where  the  extent  of  damage  was  not  great  and  the 
loans  requested  were  not  very  large.  There  was  an  obvious  need  for 
credit  facilities  for  small  productive  enterprises. 

Central  banks  and  Government  banks 

President  Roxas,  in  his  address  to  Congress  on  June  3,  1946, 
recommended  the  establishment  of  a  commission  to  study  the  banking 
laws,  with  a  view  to  strengthening  them.  He  also  proposed  a  study 
of  the  possible  creation  of  a  central  bank  to  act  as  the  fiscal  agent 
of  the  Government  in  the  control  of  credit  and  as  a  clearing  house 
-for  interbanking  transactions.  He  also  suggested  that  such  a  central 
bank  might  manage  banking  reserves  to  afford  more  flexibility  to  the 
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currency  system.  No  action  had  been  initiated  on  this  proposal  up 
to  July  4. 

The  Agricultural  and  Industrial  Bank,  which  had  administered 
pension  funds,  Postal  Savings  Bank  funds,  and  various  other  Govern- 
ment funds,  was  enabled  to  reopen  at  the  end  of  the  first  quarter  of 
1946,  and  continued  to  operate  at  an  increasing  scale  through  the 
period  covered  by  this  report. 

The  postal  savings  bank,  through  the  investment  of  funds  by  the 
Financial  Institution  Rehabilitation  Board,  was  enabled  to  reopen 
early  in  1946.  The  deposit  records  of  the  savings  bank  were  largely 
destroyed;  it  was  at  first  announced  that  prewar  depositors  would  be 
required  to  present  passbooks  to  verify  their  accounts.  As  a  majority 
of  the  depositors'  passbooks  had  also  been  destroyed,  it  was  finally 
decided  to  accept  affidavits  or  other  evidence  of  the  existence  of  the 
deposit  accounts. 

Letters  of  credit 

Due  to  the  heavy  volume  of  import  business,  the  volume  of  letters 
of  credit  issued  was  extremely  heavy  during  the  first  6  months  of  the 
year,  averaging  roughly  10,000,000  pesos  a  week.  The  value  of  im- 
port bills  received  for  collection  was  somewhat  smaller,  averaging 
approximately  9,000,000  pesos  per  week  for  the  first  6  months. 

The  value  of  export  bills  averaged  only  about  1,000,000  pesos  per 
week  during  the  first  6  months  of  the  year,  but  the  trend  was  con- 
tinuously upward,  beginning  in  about  April.  Philippine  banks 
generally  stiffened  their  requirements  for  margin  deposits  against  im- 
ports, expecially  as  the  market  began  to  be  overstocked  with  certain 
types  of  goods  in  the  second  quarter  of  1946.  Some  banks  commonly 
required  margin  deposits  of  50  to  60  percent.  This  requirement  had  a 
tendency  to  limit  imports  somewhat,  by  tying  up  the  funds  of  im- 
porters. It  was  frequently  a  matter  of  4  to  6  months,  or  even  more, 
from  the  time  letters  of  credit  were  opened  until  the  goods  were  landed 
in  Manila.  At  times  during  the  year,  even  some  of  the  largest  firms 
were  short  of  ready  cash  because  of  this  situation. 

Validity  of  debts  and  payments 

An  unsettled  matter  of  vital  concern  to  the  banks  was  the  status 
of  payments  made  during  the  Japanese  occupation  on  prewar  debts. 
The  payments  were  made  with  Japanese  fiat  pesos.  The  legal  ques- 
tion arose  as  to  whether  the  payments  were  to  be  considered  valid. 
The  Office  of  the  High  Commissioner  had  repeatedly  recommended 
that  this  question  be  legally  resolved  by  congressional  approval  of  a 
fiat  money  bill,''^  incorporating  the  Ballantine  formula.  The  Philip- 
pine Congress,  however,  failed  to  act,  leaving  the  matter  up  to  the 
courts.  In  two  cases  courts  of  first  instance  decided  that  the  pay- 
ments made  were  invalid;  in  one  case  the  court  ruled  that  the  payment 
was  valid.  The  Supreme  Court  had  rendered  no  final  decision  by 
July  4. 

Prewar  deposits 

Another  source  of  uncertainty  in  the  banking  world  was  the  question 
of  prewar  deposits,  specifically  those  of  Americans  and  other  allied 
nationals,  and  of  Filipinos  deemed  by  the  Japanese  to  be  loyal  to  the 

'»  See  fiat  money  bill,  ch.  IX,  p.  49,  this  report. 
64051—47 9 
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United  States.  These  deposits  had  been  transferred  by  the  Japanese 
to  the  Bank  of  Taiwan.  After  the  hberation  the  Phihppine  National 
Bank  at  first  refused  to  reinstate  these  deposits;  a  number  of  other 
banks  followed  suit.  They  based  their  attitude  on  the  allegation  that 
the  depositors  had  a  claim  against  the  Japanese  Bank  of  Taiwan  but 
not  against  the  Philippine  Bank.  A  Philippine  court  of  first  instance, 
in  a  test  suit  brought  by  an  American  by  the  name  of  Milne,  ruled 
that  the  relation  between  a  bank  and  its  depositors  is  that  of  debtor 
and  creditor;  and  that  hence  the  claim  of  the  depositor  was  against 
the  bank,  regardless  of  the  circumstances  surrounding  the  transfer  of 
funds  to  the  Bank  of  Taiwan.  The  Philippine  National  Bank  was 
about  to  appeal  the  case  to  the  Supreme  Court  when  President  Roxas, 
as  a  matter  of  policy,  requested  the  directors  of  the  bank  to  accept 
the  decision  of  the  court  of  first  instance,  and  to  honor  the  deposits^ 
making  up  the  loss  out  of  bank  profits. 

Six  other  banks  which  had  only  small  amounts  involved  in  such 
accounts  had  already  agreed  to  reopen  these  deposits.  The  three 
remaining  banks  with  large  prewar  American  and  Allied  accounts 
refused  to  accept  this  lead.  Their  depositors  were  forced  to  start 
from  the  beginning  with  a  suit  in  the  court  of  first  instance.  By 
midyear  their  case  had  not  yet  been  heard. 

The  bank  with  the  largest  liability  for  these  deposits,  including 
trust  accounts  of  the  United  States  Veterans'  Administration,  was 
the  Philippine  Trust  Co.,  owned  largely  by  the  Catholic  hierarchy 
in  Manila. 

An  indication  of  the  extreme  complexity  of  this  problem  was  high- 
lighted by  the  suit  brought  by  the  Insular  Life  Assurance  Co. 
against  the  Philippine  National  Bank.  The  insurance  company 
asked  for  validation  of  the  deposits  made  by  it  with  the  bank  during 
the  period  of  the  occupation;  the  insurance  company  pointed  out  that 
it  was  required  by  law  to  give  full  value  to  premium  payments  received 
in  Japanese  pesos  during  the  occupation.  No  decision  had  been 
handed  down  by  midyear. 

Currency  issued  and  currency  in  circulation 

The  currency  in  circulation  in  the  Philippines  on  July  4,  consisted 
of  (1)  the  so-called  Victory  series  Treasury  certificates  issued  upon 
liberation;  (2)  prewar  Treasury  certificates;  and  (3)  a  small  number 
of  Philippine  National  Bank  notes. '''^  All  of  this  currenc}^  bears  the 
imprint  of  the  United  States  Government  and  is  secured  (except  for 
a  small  portion  of  the  Philippine  National  Bank  notes)  by  United 
States  dollars  on  deposit  in  the  Treasury  reserve  fund  in  the  United 
States  Treasury. 

It  had  been  the  desire  of  President  Roxas  to  obtain  United  States 
aid  in  the  printing  of  a  complete  new  issue  of  money,  bearing  the  sole 
imprint  of  the  Republic  of  the  Philippines.  It  proved  impossible, 
however,  to  obtain  the  services  of  the  United  States  Treasury  in  this 
connection.  Negotiations  with  private  bank  note  companies  for  the 
printing  of  the  new  issue  were  begun  and  were  still  continuing  on 
July  4. 

Meanwhile,  by  tacit  agreement,  the  prewar  and  liberation  issues 
remained  in  circulation  and  continued  as  legal  tender.     American 

''Theoretically,  the  circulation  of  Philippine  National  Bank  notes  had  been  prohibited  by  Exceutive 
order. 
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currency,  as  before  independence,  continues  to  circulate  freely  in  the 
Philippines,  although  it  is  not  legal  tender.  In  general,  business 
concerns  accept  American  dollars  interchangeably  with  Philippine 
pesos,  although  toward  midyear,  banks  were  actually  demanding  a 
premium  for  the  exchange  of  dollars  into  pesos,  reflecting  the  large 
dollar  accumulations  of  the  local  banks.  There  is,  to  be  sure,  no 
shortage  of  dollar  exchange  in  the  Philippines. 

On  December  31,  1946,  it  was  estimated  that  there  were  a  total  of 
F888,837,000  in  currency  and  coin  circulating  in  the  Philippines, 
compared  to  the  average  prewar  circulation  of  P200,000,000.  By- 
midyear,  however,  that  circulation  had  been  reduced  by  approxi- 
mately F100,000,000,  representing  a  healthy  shrinkage  accompanying 
the  general  decline  in  United  States  military  expenditures. 

COST    OF    LIVING 

Food 

.Food  prices  fell  off  rapidly  during  the  first  part  of  1946,  especially 
in  Manila,  remaining  at  a  level  of  about  3}^  times  prewar  prices. 
This  contrasted  with  the  extravagant  level  of  5,  6,  and  10  times  the 
prewar  base  during  the  earliest  part  of  1945.  Prices  in  the  Provinces 
were  generally  lower  than  in  Manila.  Wages  in  the  Provinces  were 
approximately  double  the  prewar  level.  In  Manila  the  wages  were 
four  times  the  prewar  level. 

The  price  of  rice  fell  to  about  Pi. 20  a  ganta  by  early  March,  with 
the  new  rice  crop  coming  into  the  market  in  volume.  Palay  (unmilled 
rice)  fell  to  the  level  of  PIO  a  cavan.  In  late  March,  however,  rice 
prices  began  to  rise,  increasing  to  PI  .80  a  ganta  in  April  as  speculators 
gained  confidence.  For  the  next  2  or  3  months,  the  price  was  relatively 
steady,  despite  the  growing  shortage  of  domestic  rice  and  the  increas- 
ing certainty  that  imports  would  fall  short  of  requirements.  Actually, 
imports  did  not  begin  to  arrive  until  July,  and  large-scale  distribution 
of  imported  rice  did  not  begin  until  August. 

Food  prices  in  the  Provinces  continued  substantially  lower  than  in 
Manila,  despite  the  fact  that  rice  continued  to  be  expensive.  The 
lower  food  price  level  in  the  Provinces  was  attributable  to  an  adequate 
supply  of  corn,  root  crops,  fish,  poultry,  and  eggs  at  relatively  moderate 
prices. 

The  supply  of  fish  continued  very  short  in  Manila  up  to  July  4. 
Fish  was  limited  by  the  shortage  of  boats,  nets,  and  experienced  fisher- 
men. The  fish  ponds  in  central  Luzon,  from  which  Manila  in  prewar 
days  obtained  a  large  proportion  of  its  fish  supply,  produced  limited 
amounts  of  fish,  due  to  the  disturbed  political  conditions  in  that  area. 
Nevertheless,  fish  prices  in  Manila  fell  from  around  10  times  the  pre- 
war average  to  approximately  8  times  by  midyear. 

Meat  production  was  extremely  short  throughout  the  reporting 
period.  It  is  conservatively  estimated  that  the  livestock  population 
was  depleted  during  the  war  by  44  percent  in  the  case  of  carabao, 
67  percent  in  the  case  of  cattle,  61  percent  in  the  case  of  hogs,  and  70 
percent  in  the  case  of  chickens.  Legislation  was  passed  prohibiting 
the  slaughter  of  carabao,  due  to  the  serious  shortage  of  work  animals, 
but  there  was  considerable  evasion  because  of  the  high  prices  obtain- 
able for  meat.  Hogs  and  chickens  made  rapid  recovery  in  numbers 
during  the  first  half  of  the  year  1946,  but  it  seemed  evident  that  it 
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would  be  several  years  before  the  losses  in  carabao  and  cattle  could 
be  made  up.     Prices  for  chickens  and  hogs  declined  sharply. 

A  table  showing  the  cost  of  living  in  the  various  items,  at  the  prewar 
level,  on  June  30,  1945;  on  December  31,  1945;  on  February  28,  1946; 
and  on  June  30,  1946,  follows: 


Charcoal 

Rice 

Fish 

Beef 

Chicken 

Eggs 

Sugar,  centrifugal. 
Milk,  evaporated - 

Coffee 

Camotes 

String  beans 

Onions 

Bananas.  _- -. 

Vegetable  lard 

Salt 

Cigarettes 

Soap,  toilet 

Men's  shoes 

Cloth 


Unit 


Ganta 

do 

Kilo 

do 

Each 

do 

KUo 

14-ounce  can. 

Kilo.... 

do 

do 

do 

Per  100 

Kilo.... 

do 


Cake. 
Pair.. 
Yard. 


P.  10 
.30 
.30 
.70 

1.00 
.03 
.12 
.16 

1.20 
.09 
.15 
.15 

1.00 
.40 
.03 
.20 
.12 
10.00 
.30 


June 
30 


P.  80 
2.80 
5.00 
6.50 
9.00 

.60 
2.00 
2.50 
5.00 

.20 
2.00 
16.00 
8.00 
4.50 

.40 
1.50 

.80 

80.00 

6.00 


Dec. 
31 


P.  60 

1.80 

3.00 

5.00 

4.00 

.30 

2.50 

.35 

2.00 

.20 

.80 

6.00 

4.00 

4.00 

.40 

.70 

.25 

35.00 

5.00 


1946 


Feb. 
28 


P.  40 

1.50 

3.00 

5.00 

3.00 

.25 

1.50 

.30 

2.00 

.15 

.50 

2.00 

2.50 

3.00 

.40 

.35 

.20 

35.00 

3.00 


June 
30 


P.  40 
2.00 
2.50 
4.00 
3.00 

.15 
1.20 

.45 
2.50 

.15 


2.00 

3.00 

.40 

.25 

.20 

30.00 

1.50 


A  table  giving  an  estimate  of  the  living  expenses  of  a  Filipino 
family  of  six,  on  the  same  basis  of  comparison  as  above,  follows: 


Prewar 

1945 

1946 

June  30 

Dec.  31 

Feb.  28 

June  30 

P99.  64 

11.83 

1.50 

6.00 

¥-725.  60 
124.  00 
(') 
60.00 

P410.  90 
73.20 
19.20 
25.00 

P353.  30 
53.40 
10.50 
25.00 

P353. 45 

Clothing                                               

37.20 

School  supplies                    

10.20 

6.00 

Total            

118.97 

909.  60 

528.  30 

442.  20 

406.85 

1  No  schools  open  and  no  school  supplies  available. 


PRODUCTION — EXPORT  AND  IMPORT 

Sugar 

Centrifugal  sugar  production  in  the  1945-46  milling  season  amounted 
to  only  12,837  short  tons,  from  five  mills.  By  midyear  it  was  apparent 
that  there  would  be  approximately  fifteen  mills  in  operation  during  the 
1946-47  milling  season,  which  could  be  expected  to  produce  about 
103,000  short  tons  or  more  than  enough  to  meet  domestic  requirements. 

Copra 

In  the  first  half  of  1946,  there  was  little  milling  of  copra  for  coconut 
oil  for  even  domestic  consumption ;  toward  midyear,  several  mills  were 
rehabilitated. 

Production  of  copra  was  low  during  the  first  few  months  of  1946, 
exports  amounting  to  only  about  33,000  long  tons  in  the  first  quarter. 
In  the  second  quarter,  however,  they  picked  up  rapidly,  amounting 
to  101,000  long  tons.  May-month  exports  of  28,000  tons  increased  to 
June  exports  of  49,000  tons. 
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The  Copra  Export  Management  Company  (U.  S.  Government 
instrumentality),  which  had  been  the  sole  copra  exporter,  turned  the 
export  business  back  to  private  hands  at  midyear. 

The  f.  o.  b.  value  of  copra  at  Philippine  ports  was  5P124  per  metric 
ton  from  January  1,  to  May  12.  The  price  was  increased  to  F183 
on  May  13.^^ 

In  the  first  half  of  1946,  139,000  long  tons  of  copra  altogether  were 
exported.  With  the  price  increases  instituted  in  May,  a  vast  expan- 
sion of  copra  exports  was  indicated  for  the  second  half  of  the  year. 
Exports  for  1947  are  expected  to  amount  to  650,000  to  700,000  tons, 
a  considerable  increase  over  even  the  prewar  figure. 

Consumption  of  copra  by  Philippine  crushers  was  approximately 
10,000  tons  during  the  first  half  of  the  year.  It  is  estimated  that  a 
total  of  at  least  100,000  long  tons  of  copra  will  be  consumed  by 
domestic  crushers  in  1947.  This  should  provide  sufficient  edible  oil, 
margarine,  and  lard  for  the  domestic  market  in  1947  if  adequate 
supplies  of  hardening  oils  can  be  obtained  from  abroad. 

There  was  only  one  small  mill  producing  desiccated  coconut  in  the 
fii'st  half  of  1946.  Two  other  mills,  both  substantially  larger,  were 
scheduled  to  start  production  during  the  second  half  of  the  year,  to 
produce  entirely  for  export. 

Abacd 

Abaca  production  was  revived  slowly  during  1946,  despite  the 
efforts  of  United  States  agencies. ^^  Exports  for  the  entire  year  were 
expected  to  amount  to  approximately  110,000  pounds,  or  about  one- 
fourth  of  prewar  totals. 

Production  of  abaca  for  1947  is  estimated  at  from  150,000  to  200,000 
pounds.  The  condition  of  the  plantations  in  the  Davao  area  is  bad. 
Some  experts  believe  that  after  1947  production  is  more  likely  to 
decline  than  to  increase,  unless  there  is  a  well-organized  program  of 
new  planting.  The  economical  producing  life  of  an  abaca  field  under 
the  Davao  system  is  about  15  years.  A  large  proportion  of  the  planta- 
tions in  that  area  have  reached  or  exceeded  that  age.  Many  of  the 
plantations  there  are  choked  with  undergrowth,  the  tendency  being 
to  overstrip  the  fields  in  relatively  good  condition,  and  to  do  nothing 
about  clearing  out  those  in  bad  condition. 

Tobacco 

Leaf  tobacco  production  from  the  1945-46  crop  was  estimated  at 
about  170,000  quintals  (1  quintal  equals  46  kdos)  from  24,000  hectares 
planted.  This  represented  about  25  percent  of  the  prewar  average 
production  and  about  40  percent  of  the  prewar  average  area  planted. 
Of  the  total  amount,  approximately  70  percent  represented  cigar 
tobacco  from  the  Cagayan  Valley,  while  the  balance  was  inferior 
tobacco  from  the  Ilocos  Provinces,  La  Union  and  Pangasinan.  Utili- 
zation of  tobacco  in  the  production  of  cigars  and  cigarettes  for  the 
domestic  market  and  for  export  was  probably  less  than  20  percent  of 
the  prewar  average.  It  was  found  impossible  to  produce  cheap 
cigars  with  which  the  American  market  had  been  familiar  before  the 
war,  due  to  the  high  cost  of  tobacco  and  labor.  Shipments  to  the 
United  States,  therefore,  were  negligible.     Exports  to  other  markets, 

"  See  p.  102,  this  report. 
"  See  p.  102,  this  report. 
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mainly  China,  Hongkong,  and  Indochina,  were  on  the  increase.  The 
two  principal  manufacturers  of  cigars  and  cigarettes  operated  at  10 
to  20  percent  of  their  prewar  rate. 

Cordage,  rattan,  and  lumber 

Two  cordage  mills  operated  at  about  60  percent  of  their  prewar 
rate.  Production  was  limited  by  the  condition  of  machinery  and 
the  shortage  of  trained  mechanics. 

The  rattan  furniture  industry  became  especially  active,  with  at 
least  25  companies  organized  to  produce  furniture  for  civilian  use 
in  the  Philippines  and  for  export  to  Hawaii  and  the  United  States. 
Monthly  production  was  estimated  at  around  F400,000,  or  six  to 
seven  times  the  prewar  rate. 

Lumber  mills  got  back  into  production  at  an  accelerated  rate  in 
1946.  They  were  expected  to  be  producing  at  the  rate  of  12,000,000 
board  feet  per  month  by  the  year  end.  Production  of  lumber  in 
January  1946  amounted  to  only  831,000  board  feet. 

Minerals 

The  only  considerable  producer  of  minerals  for  export  during  the 
reporting  period  was  Consolidated  Mines,  Inc.,  which  successfully 
produced  and  shipped  a  considerable  amount  of  refractory  grade 
chrome  ore. 

Owners  of  high-grade  chroniite  and  manganese  property  did  not  get 
into  production  during  the  first  half  of  the  year.  Iron-ore  deposits 
were  likewise  idle.  Activity  among  the  gold  mines  was  largely  con- 
fined to  clearing  up  and  to  placing  orders  for  new  equipment.  The 
mine  industry  generally  is  expected  to  be  extremely  active  in  1947, 
although  some  mining  operators  have  felt  that  rehabilitation  of  mines 
may  be  delayed  until  labor  costs  are  reduced. 

The  Far  East  Oil  Development  Co.,  which  before  the  war  had  drilled 
a  test  hole  in  Cebu  with  encouraging  indications,  may  shortly  resume 
its  operations  with  new  capital,  largely  from  the  west  coast  of  the 
United  States. 

Power 

Power  was  available  in  Manila  in  ample  amounts  (although  power 
failures  were  frequent)  from  the  following  sources:  30,000  kilowatts 
from  the  Impedance,  a  floating  power  plant  leased  by  the  Manila 
Electric  Co.  from  the  United  States  Army,  and  10,000  kilowatts  from 
the  Government-owned  National  Power  Corporation  hydroelectric 
plant  at  Caliraya.  Consumption  increased  steadily  through  1945 
and  1946.  Most  of  the  increase  was  residential  consumption  due  to 
the  large-scale  introduction  of  electric  hot  plates  for  cooking,  which, 
in  turn,  was  caused  by  the  absence  of  gas  and  the  high  cost  of  charcoal. 

TRANSPORTATION 

Overland 

The  transportation  problem,  one  of  the  principal  impediments  to 
the  resumption  of  normal  commercial  and  industrial  activities  in 
1945,  was  on  the  way  to  solution  in  1946.  Although  the  number  of 
available  passenger  motorcars  was  far  below  the  prewar  levels,  large 
numbers  of  trucks,  both  new  and  Army  surplus,  became  available  to 
the  civilian  population.  The  number  of  truck  registrations  by  mid- 
year exceeded  even  the  1940  total. 
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The  civilian  management  of  the  Government-owned  Manila  Rail- 
road Company  took  over  the  operation  of  the  lines  on  February  1, 
1946,  after  the  settlement,  by  United  States  Army  authorities,  of  a 
strike  that  had  been  called  in  January.  The  Army  had  rehabilitated 
a  great  deal  of  the  rolling  stock  and  track  of  the  railroad.  At  the  time 
of  transfer,  trains  were  operating  on  387  kilometers  of  line.  Addi- 
tional trackage  was  gradually  opened.  In  March  1946  244  kilometers 
of  line  between  Lucena  (Tayabas)  and  Naga  (Camarines  Sur)  which 
had  been  operated  by  guerrillas  since  the  latter  part  of  1945  were 
turned  back  to  the  Manila  Railroad  Company  and  later  extended  to 
Ligao  (Albay),  a  total  distance  of  312  kilometers  from  Lucena. 

For  the  first  5  months  of  operation  until  June  30,  1946,  operating 
revenues  of  the  Manila  Railroad  were  1P3,842,000  as  against  operat- 
ing expenses  of  ?4, 366, 000.  Revenues  were  largely  from  passenger 
traffic  and  United  States  Army  freight.  A  Commonwealth  act  au- 
thorized a  loan  of  F20,000,000  to  the  Manila  Railroad  Company  for 
rehabilitation  and  other  purposes,  but  only  F10,000,000  was  appro- 
priated and  only  F6, 500, 000  released.  Much  of  it  was  used  for  back 
pay  and  to  improve  the  current  pay  of  employees.  Interest  pay- 
ments on  bonds,  which  have  been  in  default  since  July  1,  1941,  have 
not  been  resumed.  The  bondholders  in  Great  Britain  offered  to  sell 
their  F26,472,000  of  bonds  to  the  Company  at  a  20-percent  discount, 
but  the  management  was  forced  to  refuse  the  offer  because  the  money 
was  not  available. 

The  Philippine  Railway  Company,  operated  by  receivers  repre- 
senting the  bondholders,  resumed  operation  of  the  Panay  division  and 
was  reported  to  have  been  operating  at  a  profit,  although  the  service 
was  reduced  from  the  prewar  standard  because  of  the  condition  of  the 
equipment  and  the  difficulty  in  obtaining  fuel. 

Air  transportation 

Air  transport  experienced  a  dramatic  expansion,  far  exceeding  the 
mileage  of  prewar  air  lines.  The  Far  Eastern  Air  Transport,  Inc. 
(FEATI)  started  to  offer  domestic  air  service  in  November  1945  with 
four  C-47's.  By  the  beginning  of  1946  it  had  increased  its  fleet  to 
15  C-47's,  a  number  which  was  augmented  during  the  first  half  of 
1946.  The  Philippine  Airlines  (PAL)  in  which  the  Government  is 
financially  interested  and  in  which  the  TWA  of  the  United  States  also 
has  a  considerable  percentage  holding,  started  service  early  in  1946, 
■  and  by  niidyear  was  offering  strong  competition  to  FEATI. 

At  the  beginning  of  1946,  the  routes  within  the  Philippines  were 
divided  between  FEATI  and  PAL,  with  FEATI  operating  the  most 
desirable  runs.  At  midyear,  the  Roxas  administration  decided  to 
encourage  competition;  both  companies  were  given  franchises  covering 
the  same  routes.  This  resulted  in  a  substantial  lowering  of  rates. 
The  domestic  service  offered  by  the  two  companies  appeared  adequate 
to  meet  the  demands  of  the  public.  No  other  companies  were  granted 
franchises  for  scheduled  domestic  air-line  services.  Two  other  smaller 
companies  were  granted  permission  to  operate  chartered  flights  with 
passengers  and  freight. 

Although  during  the  first  part  of  1946  the  United  States  Army's 
ATC  offered  the  sole  air  service  to  the  United  States,  Pan  American 
resumed  service  between  San  Francisco  and  Manila  in  June.  Pan 
American,  however,  discontinued  this  service  after  a  few  flights  due 
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to  the  grounding  of  its  Constellations.     It  was  announced  that  service 
would  be  resumed  at  the  earliest  practicable  date. 

The  Northwest  Airline  was  considering  beginning  service  over  the 
northern  route  via  Alaska.  The  two  Philippine  airlines  showed  a  strong 
interest  in  participating  in  the  trans-Pacific  traffic  not  only  to  the 
United  States,  but  also  to  China,  Hongkong,  Siam,  and  Indochina. 
A  number  of  other  air  lines,  including  the  China  National  Aviation 
Corporation,  were  on  the  point  of  offering  service  to  Manila  from 
various  parts  of  China  and  other  points  on  the  Asiatic  mainland.  It 
was  apparent  that  by  the  year  end,  or  at  least  by  1947,  the  Philippines 
would  have  much  greater  air-service  facilities  than  were  available 
before  the  war.  There  were  no  aviation  accidents  in  the  first  part  of 
1946. 

COMMUNICATIONS 

Radio 

In  September  1945  there  were  three  radio  broadcasting  stations 
operating  in  the  Philippines,  all  of  them  owned  by  the  United  States 
Government.  Two  were  operated  by  the  United  States  Army  and 
one  by  the  United  States  Information  Service.  In  1946  two  com- 
mercial stations  were  established  in  Manila,  both  of  them  with  make- 
shift and  low-power  transmitters.  The  principal  radio  service  con- 
tinued to  be  furnished  until  almost  midyear  by  the  United  States 
Government  stations. 

Shortly  after  his  inauguration,  President  Roxas  secured  passage  of 
a  measure  establishing  a  Radio  Permit  Board  to  grant  permits  on  a 
1-year  renewable  basis  to  commercial  broadcasting  organizations. 
The  avowed  purpose  of  this  was  to  encourage  freedom  of  the  air. 
Prior  to  the  establishment  of  this  board,  commercial  radio  permits 
had  been  granted  by  franchise  by  the  Philippine  Congress. 

It  has  been  officially  estimated  that  there  were  by  midyear  1946, 
50,000  to  75,000  radio  receiving  sets  in  the  Philippines. 

Telephone 

Civilian  telephone  service  was  furnished  during  1945  entirely  by 
the  Signal  Corps  of  the  United  States  Army.  Early  in  1946  the 
Philippine  Long  Distance  Co.,  a  prewar  American-owned  firm,  re- 
sumed operation  in  close  cooperation  with  the  United  States  Army. 
Telephone  service  also  became  available  on  the  island  of  Cebu,  the 
service  having  been  rehabilitated  by  the  United  States  Army.  This 
service  was  turned  over  to  the  Government  in  1946.  The  city  of 
Iloilo  also  had  a  limited  telephone  service. 

Telegraph  and  posts 

The  telegraph  service  was  not  resumed  in  the  Philippines  after  the 
war,  but  the  Government  gradually  took  over  from  the  Army  radio- 
telegraph facilities,  and  proposed  to  establish  a  nation-wide  radio- 
telegraph communication  service. 

The  postal  service  was  gradually  restored  through  1946.  By  mid- 
year most  of  the  islands  were  receiving  regular  mail  service,  some  by 
air  and  some  by  interisland  shipping. 

GOVERNMENT-OWNED    COMPANIES 

Government-owned  companies  greatly  accelerated  their  activities 
in  the  latter  part  of  the  first  half  of  1946.     The  Government-owned 
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textile  mill,  beginning  in  January,  gradually  boosted  its  production 
from  2,000  yards  a  day  in  January  to  about  10  times  that  figure  by 
midyear.  Yarn  production  was  also  accelerated,  selling  to  hand- 
weavers  and  fish-net  makers. 

The  Government-owned  cement  mill  was  also  in  the  process  of 
increasing  its  monthly  production.  This  figure  stood  at  13,000  barrels 
for  the  month  of  February  and  was  expected  to  reach  78,000  barrels 
by  January  of  1947.  Various  other  Philippine  Government  sub- 
sidiaries such  as  the  National  Food  Corporation  and  the  National 
Footwear  Corporation  were  in  the  process  of  resuming  production. 
The  National  Footwear  Corporation  purchased  40,000  pairs  of 
American  Arrny  shoes  and  began  to  cut  them  down  to  Filipino  sizes 
to  fit  the  feet  of  Philippine  Army  soldiers. 

The  National  Development  Company  has  on  hand  a  paper  mUl 
brought  to  the  Philippines  by  the  Japanese  with  a  capacity  of  10  tons 
per  day.     It  is  planned  to  set  this  mill  in  operation  during  1947. 

The  National  Development  Company  also  has  in  mind  a  consider- 
able industrial  project  to  be  located  in  a  new  industrial  area  of  1,732,000 
square  feet  adjacent  to  its  present  compound  along  the  Pasig  River 
in  Manila.-  Its  proposed  projects  include  a  finishing  lumber  mill,  an 
electric  furnace  for  melting  iron  and  steel  scrap,  a  wire  mill,  a  pipe 
miU,  a  nail  factory,  and  a  foundry  for  nonferrous  metals  (for  plumbing, 
fittings,  valves,  etc.).  The  Philippine  Government  hopes  to  obtain 
part  of  the  equipment  for  these  projects  from  Japan  in  the  form  of 
reparations. 

XVIII.  INDEPENDENCE 

PREPARATIONS  FOR  INDEPENDENCE  CEREMONY 

The  most  urgent  and  immediate  task  facing  the  United  States  and 
the  Philippine  Governments  in  June  of  1946,  was  the  making  of  prep- 
arations for  the  historic  ceremony  of  independence.  It  had  been 
agreed  during  President-elect  Roxas'  visit  to  Washington  that  the 
State  Department  would  handle  the  dispatching  of  invitations  to 
foreign  governments  and  to  individuals  in  the  United  States  to  be 
represented  or  be  present  at  the  independence  ceremony.  The  Philip- 
pine Government  would  invite  the  local  guests.  The  State  Depart- 
ment sent  formal  bids  to  every  nation  with  which  the  United  States 
maintained  friendly  relations  to  send  representatives  to  Manila  for 
the  July  4  ceremonies. 

In  the  United  States  Congress  a  concurrent  resolution  was  adopted 
authorizing  the  President  of  the  Senate  and  the  Speaker  of  the  House 
to  send  official  delegations  to  the  ceremony.  At  the  request  of  Presi- 
dent-elect Roxas,  the  assistant  protocol  officer  of  the  Department 
of  State,  Mr.  Raymond  Muir,  was  detailed  to  the  Office  of  the  High 
Commissioner  to  assist  in  the  making  of  the  ceremonial  preparations 
for  the  independence  event. 

Offlcial  committee 

In  Manila,  a  joint  independence  day  committee  was  established, 
titularly  headed  by  High  Commissioner  McNutt  and  Commonwealth 
President  Roxas.  At  my  request,  the  State  Department  had  detailed 
to  my  office  as  special  adviser,  a  high  ranking  Foreign  Service  officer, 
Mr.  Nathaniel  P.  Davis,  who  was  to  be  in  charge  of  the  organization 
of  the  diplomatic  representation  of  the  United  States  in  the  Philip- 
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pines  after  July  4.  Mr.  Davis  was  designated  as  the  executive  vice 
chairman  of  the  independence  day  ceremonies.  President  Roxas 
named  Vice  President  Quirino  as  the  Filipino  executive  vice  chairman. 
The  remainder  of  the  committee  was  as  follows: 

Hon.  Jose  Avelino  Lt.  Gen.  W.  D.  Styer 

Hon.  Jose  C.  Zulueta  Rear  Adm.  H.  H.  Good 

Hon.  Roman  Ozaeta  Maj.  Gen.  William  C.  Rose 

Dr.  Bienvenido  M.  Gonzales  Mr.  Clyde  A.  DeWitt 

Mr.  V.  Lontok,  executive  secretary 

JULY   4,  1946 

Beginning  July  1,  Manila  became  the  center  of  international  atten- 
tion. Journalists  from  all  over  the  world  arrived  by  every  plane  and 
ship.  Diplomats  from  23  different  nations  with  colorful  entourages 
and  costumes  set  foot  in  the  capital  city. 

Despite  the  devastation  and  destruction,  frantic  and  satisfactory 
preparations  for  housing  the  distinguished  visitors  had  been  made, 
largely  in  the  Government-owned  Manila  hotel.  Transportation  had 
been  obtained  from  the  Army,  from  private  individuals,  and  from 
every  available  source.  Accommodations  were  elementary  but 
adequate. 

The  entire  nation  was  in  a  festive  mood  as  hundreds  of  thousands 
trooped  into  Manila  from  the  surrounding  provinces  and  islands. 
They  lived  in  tents,  barracks,  or  temporary  hostels.  An  elaborate 
program  of  festivities  had  been  scheduled. 

Foreign  representatives 

The  following  foreign  guests  of  the  Commonwealth  and  of  the 
United  States,  official  representatives  of  their  nations,  arrived: 

France:  His  Excellency  General  Peckhoff,  Mr.  Gaston  Willoquet. 

Turkey:  His  Excellency  Fuat  Fugay. 

Switzerland:  The  Honorable  Henri  de  Torrente. 

Belgium:  The  Honorable  Michel  Verlinden. 

Siam:  His  Excellency  Nai  Tawee  Bunyaketu  (Minister  of  Agri- 
culture and  minister  acting  for  Prime  Minister,  chief  of  dele- 
gation); Lt.  Gen.  Sook  Chatinakrob  (Chief  of  Staff  Army 
member) . 

China:  His  Excellency  Kan  Nai  Kuang,  the  Honorable  Wang 
Hua  Chen. 

Portugal:  His  Excellency  Gabriel  M.  Teixeira. 

Great  Britain:  Lord  Killearn,  Mr.  R.  A.  Scott. 

Australia:  Commodore  James  A.  Collins,  Mr.  A.  A.  Peterson. 

Uruguay:  The  Honorable  Juan  J.  Bellini,  the  Honorable  Ed- 
mundo  Sisto. 

Spain:  His  Excellency  Antonio  Gorcoechea,  the  Honorable  Ger- 
man Baraibar. 

Greece:  The  Honorable  Georges  S.  Adamopoulos. 

Netherlands:  His  Excellency  Baron  Van  Aerssen. 

Liberia:  The  Honorable  James  A.  Himei  Jones. 

Central  American  countries:  The  Honorable  Fernando  Gonzales 
(Nicaraguan  Minister  to  Guatemala). 
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Italy:  His  Excellency  Sergio  Fenoaltea  (Italian  Ambassador  to 
China) . 

India:  Dr.  L.  C.  Jain  (economic  adviser  to  British  representative, 
Allied  Control  Council  for  Japan) . 

Cuba:  His  Excellency  Roberto  Gonzales  de  Mendoza  de  la  Torre. 

Mexico:  His  Excellency  Dr.  Salvador  R.  Guzman,  the  Honorable 
Brig.  Gen.  P.  A.  Antonio  Cardenas  Rodriguez. 

(JhUe:  His  Excellency  Juan  Marin  (Chilean  charge  d'affaires  in 
China). 

Brazil:  The  Honorable  Carlos  Silveiro  Martins  Ramos  (Brazilian 
Minister  to  Guatemala). 

Poland:  Lt.  Gen.  Izydor  Modelski  (military  attache  in  Wash- 
ington) . 

Norway:  Mr.  Sven  Hurum. 

American  representatives 

The  President  of  the  United  States  had  officially  designated  the 
High  Commissioner  to  be  the  Presidential  representative  on  the 
occasion.  Gen.  Douglas  MacArthur  arrived  to  represent  the  armed 
forces  of  the  United  States  and  was  scheduled  to  be  a  speaker  at  the 
ceremony  of  transfer  of  sovereignty.  Postmaster  General  Robert  E. 
Hannegan  represented  the  United  States  Cabinet.  Senator  Millard 
Tydings,  chairman  of  the  Senate  Insular  Affairs  Committee,  coauthor 
of  the  Independence  Act  of  1934,  headed  the  congressional  delegation 
and  made  one  of  the  independence  day  addresses.  The  presence  of 
Senator  Tydings  lent  a  thread  of  continuity  to  the  day  of  history 
which  was  enacted  on  July  4. 

On  the  part  of  the  House  of  Representatives,  the  presence^of 
Chairman  C.  Jasper  Bell  of  the  House  Insular  Affairs  Committee  was 
a  similar  portent  of  the  historic  significance  of  the  occasion.  Repre- 
sentative Bell,  as  the  author  of  the  Trade  Act,  is  regarded  in  the 
Philippines  as  one  of  the  chief  architects  of  the  economic  pattern  of 
the  future  Republic. 

The  membership  of  the  United  States  congressional  delegations  to 
the  independence  ceremony  was  as  follows: 
Senate: 

Hon.  MiUard  E.  Tydings  (Democrat,  Maryland),  head. 

Hon.  Allen  J.  EUender  (Democrat,  Iowa). 

Hon.  Owen  Brewster  (Republican,  Maine). 

Hon.  Hugh  Butler  (Republican,  Nebraska). 
'House: 

Hon.  C.  Jasper  Bell  (Democrat,  Missouri),  head. 

Hon.  J.  W.  Robinson  (Democrat,  Utah). 

Hon.  George  P.  Miller  (Democrat,  California). 

Hon.  Eugene  Worley  (Democrat,  Texas). 

Hon.  Fred  L.  Crawford  (Republican,  Michigan). 

Hon.  Karl  M.  LeCompte  (Republican,  Iowa). 
Executive: 

Hon.  Robert  E.  Hannegan,  head. 

Hon.  J.  Stuart  Symington. 

Hon.  J.  Weldon  Jones. 
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The  ceremonies 

Ceremonies  symbolic  of  the  transcendental  nature  of  the  occasion 
had  been  planned.     The  official  program  was  as  follows: 

0800 — Invocation  by  the  Right  Reverend  Robert  Wilmer. 

0305 — Address  by  the  Honorable  Millard  E.  Tydings,  United  States  Senate. 

0815 — Address  by  General  of  the  Army  Douglas  Mac  Arthur. 

0825 — Address  by  United  States  High  Commissioner  Paul  V.  McNutt;  reading  of 

the  Proclamation  of  the  Independence  of  the  Philippine  RepubHc. 
0850 — Flag  ceremony  and  gun  salute ;  lowering  of  the  American  flag  to  the  accom- 
paniment of  the  American  national  anthem;  hoisting  of  the  Philippine 

flag  to  the  accompaniment  of  the  Philippine  national  anthem;  21-gun 

salute. 
0900 — Administration  of  the  oath  of  office  to  the  Honorable  Elpidio  Quirino, 

Vice  President  of  the  Philippine  RepubHc,  by  the  Chief  Justice  of  the 

Philippines. 
0905 — Administration  of  the  oath  of  office  to  His   Excellency   Manuel  Roxas, 

President  of  the  Philippines,  by  the  Chief  Justice  of  the  Philippines. 
0910 — Address  by  the  President  of  the  Philippines. 
0940 — Public  signing  of  an  agreement  for  the  promotion  and  development  of 

diplomatic  relations   between  the   United  States  of  America  and  the 

Republic  of  the  Philippines. 
0945 — Philippine  independence  hymn,  by  a  chorus  of  1,000  voices. 
0955 — Closing  invocation  by  His  Grace,  the  Most  Reverend  Gabriel  M.  Reyes, 

Archbishop  of  Cebu. 
1000 — Military  and  civic  parade. 
1630 — Commemorative  tree  planting  ceremony  in  front  of  the  Manila  City  Hall. 

(Similar  ceremonies  will  be  observed  in  provincial  capitals,  cities,  and 

towns.) 
1900 — State  dinner  by  the  President  of  the  Philippines  at  Malacanan  Palace. 
2100 — Reception  and  ball  by  the  President  and  First  Lady  of  the  Philippines  at 

Malacanan  Palace. 
1900 — Fireworks  display  at  Sunken  Gardens. 

Grant  of  independence 

The  ceremony  of  the  transfer  of  political  sovereignty  was  so  arranged 
that  the  United  States  occupied  the  first  half  of  the  ceremony  and 
the  Philippine  Republic  the  second  half. 

General  MacArthur,  returning  to  the  Philippines  for  the  first  time 
since  his  departure  to  become  Viceroy  of  Japan,  presented  an  emotional 
spectacle  as  he  hailed  the  advent  of  the  freedom  that  he  and  his 
forces  had  fought  so  gallantly  to  make  possible. 

Senator  Tydings  spoke  of  the  legislative  currents  which  had  given 
rise  to  independence.  In  the  name  of  the  United  States  Senate,  he 
bade  the  Philippine  Republic  Godspeed. 

The  High  Commissioner,  representing  the  President  of  the  United 
States,  spoke  of  America's  deathless  stake  in  the  success  of  the  new 
Republic.  Heavy  clouds  gave  way  to  a  typical  July  downpour  as  the 
High  Commissioner  began  his  remarks.  A  huge,  but  unusually 
orderly,  mass  of  Filipinos  listened  respectfully  in  the  midst  of  the 
driving  rain,  almost  unconscious  of  the  elements.  The  High  Com- 
missioner proceeded  to  read  the  proclamation  of  the  President  of  the 
United  States  granting  sovereignty  to  the  Philippine  Republic,  and 
then  concluded  his  address  with  the  words,  "A  nation  is  born.  Long 
live  the  Republic  of  the  Philippines!  May  God  bless  and  prosper  the 
Filipino  people,  and  keep  them  safe  and  free." 
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The  proclamation  follows  at  this  point: 

July  4,  1946. 

Independence  of  the  Philippines  by  the  President  of  the  United  States  of 

America 

A  proclamation 

Whereas  the  United  States  of  America  by  the  Treaty  of  Peace  with  Spain  of 
December  10,  1898,  commonly  known  as  the  Treaty  of  Paris,  and  by  the  treaty 
with  Spain  of  November  7,  1900,  did  acquire  sovereignty  over  the  Phihppines 
and  by  the  convention  of  January  2,  1930,  with  Great  Britain  did  delimit  the 
boundary  between  the  Philippine  Archipelago  and  the  State  of  North  Borneo,  and 
whereas  the  United  States  of  America  has  consistently  and  faithfully  during  the 
past  48  years  exercised  jurisdiction  and  control  over  the  Philippines  and  its 
people,  and 

Whereas  it  has  been  the  repeated  declaration  of  the  legislative  and  executive 
branches  of  the  Government  of  the  United  States  of  America  that  full  independence 
would  be  granted  the  Philippines  as  soon  as  the  people  of  the  Philippines  were 
prepared  to  assume  this  obligation;  and 

Whereas  the  people  of  the  Philippines  have  clearly  demonstrated  their  capacity 
for  self-government;  and 

Whereas  the  act  of  Congress  approved  March  24,  1934,  known  as  the  Philippine 
Independence  Act,  directed  that  on  the  4th  day  of  July  immediately  following  a 
10-year  transitional  period  leading  to  the  independence  of  the  Philippines  the 
President  of  the  United  States  of  America  should  by  proclamation  withdraw  and 
surrender  all  rights  of  possession,  supervision,  jurisdiction,  control,  or  sovereignty 
of  the  United  States  of  America  in  and  over  the  territory  and  people  of  the  Philip- 
pines, except  certain  reservations  therein  and  thereafter  authorized  to  be  made, 
and  on  behalf  of  the  United  States  of  America  should  recognize  the  independence 
of  the  Philippines:  Now,  therefore, 

/,  Harry  S.  Truman,  President  of  the  United  States  of  America,  acting  under  and 
.  by  virtue  of  the  authority  vested  in  me  by  the  aforesaid  act  of  Congress,  do  proclaim, 
That,  in  accord  with  and  subject  to  the  reservations  provided  for  in  the  pertinent 
provisions  of  the  existing  acts  of  Congress,  the  United  States  of  America  hereby 
withdraws  and  surrenders  all  rights  of  possession,  supervision,  jurisdiction, 
control,  or  sovereignty  now  existing  and  exercised  by  the  United  States  of  America 
in  and  over  the  territory  and  people  of  the  Philippines  and  on  behalf  of  the  United 
States  of  America  I  do  hereby  recognize  the  independence  of  the  Philippines  as  a 
separate  and  self-governing  nation  and  acknowledge  the  authority  and  control 
over  the  same  of  the  Government  instituted  by  the  people  thereof  under  the  con- 
stitution now  in  force.  In  witness  whereof  I  have  hereunto  set  my  hand  and  caused 
the  seal  of  the  United  States  of  America  to  be  affixed. 

Done  at  the  city  of  Washington  this  4th  day  of  July  in  the  year  of  our  Lord 
1946  and  of  the  independence  of  the  United  States  of  America  the  one  hundred 
and  seventy-first. 

Harry  S.  Truman. 

As  the  reading  of  the  proclamation  was  concluded,  the  President 
of  the  Philippine  Commonwealth  joined  the  High  Commissioner  at 
the  center  of  the  rostrum.  The  High  Commissioner  pulled  down  the 
huge  American  flag,  the  stars  in  which  had  been  sewed  by  Filipino 
women,  as  President  Roxas  drew  up  in  place,  on  the  same  flagstaff, 
the  standard  of  the  Philippine  Republic.  Chief  Justice  Manuel 
Moran  administered  the  oath  of  the  President  of  the  Philippine 
Republic  to  the  Chief  Executive. 

The  President  of  the  Republic  made  his  first  address,  which  came  to 
a  climax  with  this  advocacy  of  a  foreign  policy  based  on  intimate 
relations  with  America: 

In  the  presence  of  our  honored  guests  today,  in  the  presence  of  the  representa- 
tive of  the  sovereign  American  Nation,  I  state  my  firm  conviction  that  we  have 
already  subscribed  irretrievably  to  the  principles  of  the  American  Declaration  of 
Independence  and  the  American  Constitution.  Those  principles  are  now  em- 
bodied in  the  basic  law  of  our  land.     We  are  committed  to  the  cause  and  the  in- 
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ternational  program  of  the  United  States  of  America.     We  are  pledged  to  the 
support  of  the  four  freedoms. 

As  we  pursue  our  career  as  a  nation,  as  we  churn  through  treacherous  waters, 
it  is  well  to  have  a  landfall,  that  we  may  know  our  bearings  and  chart  our  course. 
Our  safest  course,  and  I  firmly  believe  it  true  for  the  rest  of  the  world  as  well,  is 
in  the  glistening  wake  of  America,  whose  sure  advance  with  mighty  prow  breaks 
for  smaller  craft  the  waves  of  fear. 

Texts  oj  addresses 
The  texts  "  of  the  principal  addresses  follow: 

His   Excellency   Manuel   A.    Roxas'   Address,   Inauguration   of   the 
Philippine  Republic,  July  4,  1946  . 

My  countrymen,  a  historic  drama  has  just  been  unfolded  before  our  eyes. 
The  American  flag  has  been  lowered  from  the  flagstaffs  in  this  land — not  in  defeat, 
not  in  surrender,  not  by  compulsion,  but  by  the  voluntary  act  of  the  sovereign 
American  Nation.  The  flag  which  was  first  raised  in  conquest  here  has  been 
hauled  down  with  even  greater  glory.  The  Stars  and  Stripes  will  no  longer  fly 
over  this  land,  but  in  the  hearts  of  18,000,000  Filipinos  and  in  the  eyes  of  many 
millions  more  in  this  part  of  the  world  the  American  flag  flies  more  triumphantly 
today  than  ever  before  in  history.  Some  hundreds  of  yards  from  here  at  Fort 
San  Antonio  Abad,  the  American  flag  was  first  planted  in  1898.  As  its  brave 
colors  fluttered  down  from  the  flagstaff  a  moment  ago,  the  cycle  of  history  had 
completed  a  full  turn.  In  the  culmination  today,  America  justified  her  destiny. 
For  America,  today's  act  of  renunciation  was  the  climax  of  triumph — for  enlighten- 
ment, for  democratic  values,  for  liberty.  We  mark  here  today  the  forward 
thrust  of  the  frontiers  of  freedom. 

I  have  raised  the  Philippine  flag  to  wave  henceforth  alone  and  unshadowed' 
over  the  entire  Philippines.  American  sovereignty  has  been  withdrawn.  It 
has  been  transferred  and  is  now  possessed  in  full  measure  by  the  Filipino  people. 

We  have  thus  reached  the  summit  of  the  mighty  mountain  of  independence 
toward  which  we  and  our  fathers  have  striven  during  the  lifetime  of  our  people. 

As  the  spokesman  for  America  predicted  half  a  century  ago,  the  Filipino  people 
now  look  back  with  gratitude  to  the  day  when  God  gave  victory  to  American 
arms  at  Manila  Bay,  and  placed  this  land  under  the  sovereignty  and  protection 
of  the  United  States. 

The  birth  of  this  nation  is  attended  today  by  dignitaries  from  many  lands. 
It  is  attended  by  the  personal  representative  of  the  President  of  the  United 
States,  by  leaders  of  the  Congress  and  of  the  armed  forces  and  other  high  officials 
of  the  American  government. 

The  President  of  the  United  States  has  proclaimed  our  independence.  The 
Republic  of  the  Phflippines  has  now  come  into  being,  under  a  constitution  pro- 
viding a  government  which  enthrones  the  will  of  the  people  and  safeguards  the 
rights  of  men.  The  historic  event  has  been  completed.  There  remains  for  us 
only  to  evaluate  the  significance  of  what  has  occurred. 

There  are  moments  when  men  should  pause  in  their  humbleness  and  look 
beyond  the  passing  shadow  of  events  to  see  the  towering  magnitude  of  the  forces 
which  have  been  brought  to  bear  upon  the  affairs  of  current  time.  I  judge 
this  such  a  moment,  and  I  am  humble  before  it. 

We  who  are  gathered  here  personify,  but  no  more  than  that,  the  act  of  estab- 
lishing a  new  nation.  All  of -us  are  mere  symbols  of  the  millions  of  men,  and  the 
hundreds  of  hopes  which  are  involved  in  our  passing  pageant. 

It  can  be  said  that  the  eyes  of  the  world  are  upon  us.  But  the  world  is  not 
listening  especially  to  the  brittle  words  we  say,  words  which  pass  quickly  from 
hearing  and  fade  soon  from  even  the  printed  page.  The  peoples  of  the  earth 
see  in  this  occasion  a  magnificent  flowering  of  the  human  spirit,  an  interval  of 
grandeur  in  an  epoch  in  which  the  grandeur  of  unselfishness  is  rare  indeed.  The 
peoples  of  other  nations  are  listening  to  the  words  uttered  here  not  so  much  as 
words  but  as  sounds  which  have  echoes  in  the  human  soul — mystic  sounds 
unlimited  by  time  or  language,  sounds  which  ring  in  intimate  harmony  with  the 
voices  of  freedom  heard — now  remote,  not  insistent — since  the  dawn  of  human, 
history. 

This  occasion,  this  event  which  happened  here,  responds  to  a  cry  which  is 
common  to  all  mankind.  This  cry,  the  cry  for  freedom,  for  liberty,  and  for 
dignity  resounded  in  ancient  times  from  the  hillsides  of  Greece;  in  the  Middle 

"  The  text  of  the  High  Commissioner's  address  will  be  found  in  the  appendix  of  this  report,  p.  176. 
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Ages,  from  the  high  plateaus  of  Bohemia  and  the' green  countrysides  of  Britain; 
in  the  beginning  of  modern  times,  from  the  canals  of  Venice,  from  the  narrow- 
streets  of  Paris;  and  finally  and  most  memorably,  from  the  bright  new  world 
which  began  on  the  western  shores  of  the  Atlantic. 

The  revolutionary  doctrines  so  immemorably  phrased  and  immortally  achieved 
by  the  early  Americans  had  not  sprung  full-grown  from  the  American  soil. 
They  were  convictions  which  had  been  distilled  from  the  product  of  centuries  of 
thought,  of  struggle,  and  of  sacrifice.  On  the  shores  of  the  Galilee,  2,000  years 
before,  a  people  small  in  numbers  had  defended  the  dignity  of  man  and  the  glory 
of  God.  In  the  shadows  of  the  towering  Alps  the  heroic  Swiss  had  fought  for 
home  and  freedom  against  the  ruthless  tyrant.  These  events  and  a  thousand 
more  went  into  the  making  of  the  American  Revolution.  The  labored  thoughts 
of  centuries  of  scholars,  the  lyrics  of  a  thousand  poets,  the  insurgence  of  number- 
less philosophers,  all  contributed  to  the  ferment  of  ideas  which  found  final  form 
in  the  America  of  1776. 

American  democracy  was  established.  The  miracle  was  that  it  succeeded. 
And  with  its  success  the  eternal  search  for  freedom  took  new  heart  and  courage. 
In  France  the  human  spirit  broke  its  bonds  only  to  be  subdued  again  by  military 
despotism.  The  Old  World  was  shaken  to  its  foundations.  Anxious  kings  and 
princes  took  violent  steps  against  the  doctrines  of  liberty.  But  freedom  did  not 
die,  the  struggle  for  freedom  did  not  end.  It  gained  new  impetus  as  the  American 
democratic  experiment  continued  to  flourish,  to  give  hope  to  men  who  loved 
liberty  in  every  land.  Gradually  democracy  moved  irresistibly  westward  across  a 
vast  continent  until  it  reached  the  shores  of  the  Pacific. 

Nor  did  the  broad  ocean  stay  the  westward  surge  of  the  pioneers  of  liberty. 
They  planted  its  seeds  in  this  land — seeds  which  bear  today  their  richest  fruit. 

So  as  we  embrace  our  national  freedom,  we  must  see  in  it,  as  other  peoples  of 
the  world  do,  not  alone  the  product  of  our  struggles  and  strivings,  not  alone  the 
altruism  of  America,  but  also  the  final  product  of  the  world's  age-old  quest  for 
liberty.  We  owe  to  our  own  heroes — to  Rizal,  to  Bonifacio,  to  Mabini,  to  Quezon, 
to  Del  Pilar  and  to  many  others — a  gratitude  of  memory,  both  deep  and  abiding. 
But  in  this  supreme  moment  we  must  likewise  pay  tribute  to  the  great  apostles 
of  freedom  of  many  lands  who  contributed  to  our  independence  and  nationhood, 
just  as  surely  as  if  they  had  lived  and  died  on  our  soil.  Kosciusko,  LaFayette 
and  Simon  Bolivar  were  all  soldiers  of  liberty,  equally  with  Washington,  Jefferson, 
a,nd  Franklin  D.  Roosevelt. 

The  origin  of  our  liberties  reach  far  back  into  antiquity,  but  it  was  America, 
who,  through  the  past  two  centuries,  incubated  the  concepts  of  freedom  and  the 
equality  of  men,  which  have  now  found  such  firm  lodging  in  the  Philippines. 

Long  before  the  coming  of  America  to  the  Philippines,  our  aspirations  for  nation- 
hood had  been  influenced  by  thoughts  and  doctrines  originating  in  the  United 
States.  The  philosophers  of  our  several  revolutions  were  inspired  by  the  Decla- 
ration of  Independence,  the  Virginia  bill  of  rights,  and  the  Federal  Constitution. 
Our  patriots  of  those  early  days  demanded  the  rights  of  free  speech  and  of  free 
press  and  of  self-government.  We  well  recall  those  who  died  here  on  the  altar  of 
religious  freedom.  When  the  first  Philippine  Republic  was  proclaimed,  its 
constitution  provided  for  a  representative  democracy.  The  Philippine  declara- 
tion of  independence  borrowed  even  the  language  of  the  great  American  charter 
of  liberty. 

When  American  troops  landed  on  these  shores  in  1898,  they  found  in  full  cry 
the  yearning  for  freedom.  American  control  had  to  be  spread  by  force  of  arms 
throughout  the  islands.  But  the  conquerors  spoke  strange  words  into  Filipino 
ears.  They  said  that  America  had  come  not  to  exploit  but  to  teach,  not  to 
tyrannize  but  to  lead,  not  to  own  but  to  liberate.  To  our  great  surprise  and  to 
the  wonder  of  the  entire  world  this  promise  was  kept.  The  benevolent  steward- 
ship was  discharged  with  scrupulous  regard.  The  successive  spokesmen  America 
sent  here  reiterated  and  emphasized  the  intentions  of  the  United  States  to  educate 
the  FUipinos  for  freedom. 

Gen.  Arthur  MacArthur,  the  gallant  chieftain  who  led  the  first  armies  of 
occupation,  early  won  our  confidence,  for  he  spoke  to  us  not  as  the  captain  of  a 
conquering  host  but  as  a  friend  and  liberator.  Americans  have  maintained  that 
Tole  ever  since.  The  presence  here  today  of  the  great  son  of  that  first  leader 
adds  scope  and  significance  to  the  present  hour.  The  name  of  MacArthur  will 
be  forever  emblazoned  in  the  pages  of  our  history. 

Our  independence  missions  to  the  United  States  received  without  exception 
kindly  and  sympathetic  hearings.  Our  aspirations  for  independence  were  given 
consistent  support  and  encouragement.     In   1916  the  Jones   Act  promised  us 
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freedom  as  soon  as  we  should  be  ready  for  it.  In  1933  and  1934  that  promise 
of  independence  became  a  compact  between  two  peoples.  The  FiHpinos,  subdued 
and  conquered  in  1900,  were  accepted  in  1934  as  partners  in  agreement.  The 
mighty  Nation  whose  power  awed  the  earth,  whose  wealth  and  substance  had 
won  a  great  conflict  in  1918,  offered  us  our  independence,  promised  to  restore 
to  us  our  national  birthright  and  took  steps  to  prepare  us  for  our  national  freedom. 
Then  came  the  war.  Gen.  Douglas  MacArthur  directed  that  heroic  defense 
which  has  become  a  legend  in  military  history.  The  Filipino  people  thronged 
to  the  colors  to  do  battle  for  their  motherland.  They  continued  to  resist  under 
the  American  flag  even  after  that  flag  was  lowered  in  temporary  surrender.  When 
General  MacArthur  at  the  head  of  his  valiant  legions  of  liberation  returned  in 
1944,  his  forces  were  swept  up  in  a  tidal  wave  of  gratitude  and  were  carried  on 
a  mighty  current  of  acclaim  and  support.  The  scattered  remnants  of  his  Filipino 
forces  in  1941,  their  ranks  filled  out  with  the  heroic  guerillas,  flocked  to  his  stand- 
ards and  added  fury  to  the  successful  assault  upon  the  enemy. 

The  world  cannot  but  wonder  today  as  we  become  a  nation.  A  new  era  has 
come  to  the  Orient.  The  first  democratic  republic  has  been  established  in  this 
quarter  of  the  globe.  Freedom  has  been  granted  our  people,  a  freedom  requested 
by  peaceful  petition  and  freely  granted  by  the  American  Congress.  There  are 
Members  of  that  Congress  here  today  and  among  them  are  men  to  whom  our 
obligation  of  gratitude  is  deep  and  everlasting.  We  will  never  forget  their  long 
and  ardent  labors  for  our  liberty  and  welfare.  They  are  heroes  of  our  history 
and  of  our  people.     Their  place  in  our  hearts  is  secure. 

And  now  we  must  turn  our  eyes  from  the  past  and  inspect  as  well  as  we  can  the 
dim  and  uncertain  future. 

From  this  day  forward  our  international  responsibility  is  absolute.  As  we  are 
the  masters  of  our  own  destiny,  so  too  we  must  bear  all  the  consequences  of  our 
actions.  If  we  surmount  the  difficulties  that  beset  us,  if  we  conquer  the  obstacles 
which  bar  our  way,  our  people  will  grow  great  in  the  eyes  of  men.  But  if  we 
strut  with  false  pride  upon  the  world  stage,  if  we  berate  with  bombast  our  friends 
and  benefactors,  if  we  lend,  for  reasons  of  political  expediency,  comfort  and  en- 
couragement to  the  enemies  of  peace  and  freedom,  if  we  invite  poverty,  chaos, 
and  disorder  to  inhabit  our  land,  we  will  break  faith  with  our  noble  past  and 
imperii  our  national  future. 

No  longer  are  we  protected  by  the  mantle  of  American  sovereignty.  No 
longer  can  we  look  to  America  to  shield  us  from  follies  or  excesses.  There  is  no 
redress  for  our  actions  beyond  the  immutable  laws  of  justice  among  nations. 
Our  period  of  apprenticeship  is  past.  We  are  an  adult  in  the  council  of  nations. 
Our  decisions  must  be  gravely  made;  they  will  be  gravely  judged.  Our  wartime 
heroism  has  commanded  the  respect  of  the  world.  We  dare  not  sacrifice  that 
respect. 

From  this  day  forward,  it  is  not  the  leaders  of  government  alone  who  will  be 
judged.  By  the  actions  of  our  Government,  the  Filipino  people  will  be  appraised. 
Our  actions  in  the  next  years  will  determine  the  estimate  the  world  will  place 
upon  our  national  character.  Heavy  is  the  weight  of  responsibility  we  bear  as 
we  start  out  upon  the  dangerous  paths  of  independence.  The  ever-present  guide 
is  gone.  We  must  find  our  own  way,  with  the  instincts  we  have  inherited,  with 
the  wisdom  we  have  acquired. 

Words  must  cease  to  be  substituted  for  thoughts  and  judgments.  In  a  troubled 
world  where  our  alliance  with  one  group  of  nations  or  another  might  help  deter- 
mine the  fate  of  mankind,  we  cannot  afford  to  hesitate  or  choose  capriciously. 
We  cannot  be  epicures  at  the  international  table.  We  must  select  our  fare,  and 
adhere  to  that  selection.  Our  alliances  must  be  firm  and  unshakable.  Our 
loyalties  must  be  strong  and  enduring. 

I  judge  that  our  choice  has  been  made.  In  the  presence  of  our  honored  guests 
today,  in  the  presence  of  the  representative  of  the  sovereign  American  Nation,  I 
state  my  firm  conviction  that  we  have  already  subscribed  irretrievably  to  the 
principles  of  the  American  Declaration  of  Independence  and  the  American  Con- 
stitution. Those  principles  are  now  embodied  in  the  basic  law  of  our  land.  We 
are  committed  to  the  cause  and  the  international  program  of  the  United  States 
of  America.     We  are  pledged  to  the  support  of  the  "four  freedoms." 

We  are  in  the  atomic  age.  We  cannot  stay  the  swift  advance  of  time  even  if 
we  would.  The  world  shrinks  with  each  passing  hour.  Wings  carry  men  across 
deserts,  oceans,  and  mountains.  The  wide  waters  have  ceased  to  bar  access  to 
our  land.     The  stratosphere  is  now  an  avenue  for  swift  flight  or  swift  destruction. 

In  such  a  world  we  cannot  retreat  within  ourselves.  We  cannot  live  in  uncon- 
cern for  the  world's  opinion.     We  cannot  bar  from  our  shores  the  products  of 
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other  lands.  We  cannot  build  on  principles  of  isolation.  Today  the  affairs  of 
Trieste  must  be  our  concern.  Today  we,  too,  have  an  interest  in  the  Mediter- 
ranean. The  problem  of  Palestine  is  our  problem.  The  Poles  and  the  Czechs 
are  our  neighbors;  their  fate  concerns  us  as  intimately  as  the  destiny  of  China, 
the  future  of  Manchuria  or  the  welfare  of  Malaya.     The  world  today  is  one. 

While  we  gain  the  glorious  gift  of  freedom,  it  is  accompanied  by  a  charter  of 
obligations.  Today  the  concept  of  independence  is  overshadowed  by  the  dynamic 
growth  of  international  interdependence.  On  all  fronts  the  doctrine  of  absolute 
sovereignty  is  yielding  ground.  Heavier  and  heavier  grows  the  pressure  of  the 
world's  anxiety  for  peace  and  security.  That  pressure  is  directed  against  the 
principle  ^of  total  sovereignty.  We  have,  by  our  membership  in  the  United 
Nations,  already  surrendered  some  of  our  sovereignty.  If  called  upon  to  help 
in  the  enforcement  of  peace,  we  must  supply  that  help.  We  have,  as  have  other 
nations,  granted  the  right  of  the  United  Nations  to  utilize  our  land  and  our 
resources,  if  required  for  the  purposes  of  international  security.  The  cry  for  a 
world  federation  of  nations  is  again  welling  from  many  throats.  Should  this 
come  to  pass,  our  sovereignty  would  be  further  curtailed.  We  cannot  obstruct 
that  development.  In  the  world  of  nations  we  lack  the  authority  of  power.  We 
must  depend  on  the  world's  conscience  for  our  protection  and  salvation. 

But  we  have  yet  a  greater  bulwark  today — the  friendship  and  devotion  of 
America.  That  friendship,  which  is  the  greatest  ornament  of  our  independence, 
raises  us  far  above  the  level  of  our  intrinsic  power  and  prestige.  There  are  many 
nations  aspiring  to  world  recognition.  There  are  many  peoples  who  merit  the 
sympathy  and  understanding  of  mankind.  There  are  few  who  are  poorer  in 
wealth  of  goods  and  economic  power  than  our  own  new-born  Republic.  In  both 
Asia  and  Europe,  the  small  nations  tremble  in  the  shadows  of  insecurity  or  are 
pawns  in  the  insidious  politics  of  power.  Freedom,  if  it  ever  existed  in  many  of 
those  lands,  has  been  erased.  Famine,  actual  starvation,  stalks  the  streets  of 
cities  and  the  byroads  of  countrysides.  What  help  the}'  receive  to  avert  epidemics 
and  hunger  must  wait  through  the  long  processes  of  international  consultation, 
and  is  subject  to  the  moves  and  countermoves  of  conflicting  interests.  America 
is  the  source  of  almost  all  of  the  assistance  furnished  the  stricken  areas  of  the 
world;  and  the  American  Congress,  appropriating  with  troubled  and  divided 
conscience  for  the  bare  relief  needs  of  these  lands,  looks  askance  at  the  political 
complexions  of  the  governments  in  some  of  those  areas.  We,  of  the  Philippines, 
are  spared  that  trial.     American  aid  to  us  is  direct  and  wholehearted. 

In  other  parts  of  the  world,  nations  not  fastened  in  the  iron  control  of  fear  are 
locked  in  internal  chaos,  with  civil  war  rampant  and  governments  holding  power 
by  the  tyranny  of  might. 

The  Middle  East  writhes  in  ferment.  Africa  is  a  political  battleground,  the 
Iberian  Peninsula  seethes  with  unrest;  only  the  Western  Hemisphere,  the  lands 
and  peoples  of  the  New  World,  are  relatively  free,  secure,  and  without  fear — the 
New  World  and  the  democratic  British  dominions  overseas.  Only  these  of  the 
small  nations  of  the  earth  are  content  in  their  security.  And  for  these  nations, 
through  one  means  or  another,  the  United  States  is  the  guarantor.  Their  se- 
curity is  a  measure  of  the  unselfish  power  of  America.  In  the  Western  Hemi- 
sphere, the  stability  of  governments,  and  their  freedom  from  interference  and 
coercion,  is  the  result  of  the  good-neighbor  policy  and  the  Monroe  Doctrine, 
The  British  dominions,  for  their  part,  owe  a  large  measure  of  their  security  to 
their  geographic  position  within  the  American  defense  sphere. 

Any  doubts  which  may  still  linger  in  some  quarters  of  the  earth  as  to  the 
benign  intentions  of  America  should  be  resolved  by  what  she  has  so  nobly  and 
unselfishly  accomplished  here. 

Should  we  in  the  Philippines  disdain  the  support  of  this  modern  Colossus  whose 
might  is  the  hope  and  strength  of  the  world?  No  free  nation  today  can,  to  its 
advantage,  scoff  and  snarl  at  the  United  States,  whose  broad  shoulders  bear  the 
awful  weight  of  world  peace.  Subtract  the  influence  of  the  United  States  from 
the  rest  of  the  world,  and  the  answer  is  chaos.  Perhaps  we  have  not  fully  under- 
stood what  has  taken  place  in  the  past  5  years.  There  has  been  withdrawn  from 
the  balanced  scales  of  world  power  the  might  of  Japan  in  the  East  and  of  Germany 
and  Italy  in  the  West.  The  attrition  of  war  has  diminished  the  strength  of 
Britain  and  broken  almost  entirely  the  authority  of  France.  China  is  in  the 
agonized  throes  of  national  rebirth.  There  are  only  two  major  poles  of  power  in 
the  world  today — Russia  and  the  United  States,  both  of  them  bestriding  the 
oceans,  facing  Orient  and  Occident.  Not  since  the  peace  of  Rome  was  broken 
by  the  onslaught  of  the  barbarians  20  centuries  ago  has  there  been  a  comparable 
situation.     The  mind  of  man  can  scarcely  conceive  of  its  implications.     The 
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world  may  well  shudder,  contemplating  the  possible  consequences.  But  men  of 
good  will  in  many  lands,  desperately  loving  peace,  have  brought  forth  the  United 
Nations,  noble  in  concept  and  worthy  in  purpose,  a  hopeful  answer  to  the  prayers 
of  the  humble  peoples  of  the  earth. 

We  are  members  of  the  United  Nations.  Even  as  a  Commonwealth,  we  signed 
the  Charter  of  that  organization.  It  was  Franklin  D.  Roosevelt's  strong  desire 
that  we  should  be  considered  a  nation  among  nations  even  before  our  independ- 
ence, even  while  our  land  was  in  the  clutches  of  the  enemy.  The  signature  of 
Manuel  Quezon  is  affixed  to  the  Charter  of  the  United  Nations.  Today  we  may 
well  rededicate  ourselves  to  the  ideals  of  the  United  Nations,  to  the  preservation 
of  peace  and  the  promotion  of  justice  among  men. 

But  as  we  pledge  ourselves  to  this  world  organization,  it  is  well  to  bear  in  mind 
that  today  the  United  Nations  is  no  stronger  than  its  strongest  power,  and  that 
it  is  the  leadership  of  the  United  States  which  has  given  to  this  body  its  soul  and 
strength. 

The  world  cannot  but  have  faith  in  America.  For  our  part,  we  cannot  but 
place  our  trust  in  the  good  intentions  of  the  nation  which  has  been  our  friend  and 
protector  for  the  past  48  years.  To  do  otherwise  would  be  to  forswear  all  faith 
in  democracy,  in  our  future,  and  in  ourselves. 

As  we  pursue  our  career  as  a  nation,  as  we  churn  through  treacherous  waters, 
it  is  well  to  have  a  landfall,  that  we  may  know  our  bearings  and  chart  our  course. 
Our  safest  course,  and  I  firmly  believe  it  true  for  the  rest  of  thq  world  as  well, 
is  in  the  glistening  wake  of  America  whose  sure  advance  with  mighty  prow  breaks 
for  smaller  craft  the  waves  of  fear. 

The  Philippines  aspires  to  greatness.  We  seek,  along  with  all  other  nations, 
for  glory.  We  seek  eminence  among  the  peoples  of  the  earth.  But  we  will  not 
sacrifice  peace  to  glory.  We  will  not  trade  the  happiness  of  our  people  for  national 
fame.  We  will  not  yield  freedom  or  liberty  for  economic  well-being.  We  will 
search  for,  and  I  trust  we  will  find,  that  happy  formula  for  security,  for  friend- 
ship and  for  dignity  that  can  be  combined  with  the  elevation  of  the  economic 
status  of  our  citizens,  and  with  the  preservation  of  our  liberties  in  a  world  of  peace 
and  equal  opportunity  for  all  nations. 

We  are  a  troubled  people.  Our  economic  goods  are  destroyed  and  our  homes 
and  buildings  are  in  shambles.  We  must  rebuild  a  leveled  land.  Against  a 
background  of  destruction,  we  acquire  our  sovereignty,  we  receive  our  national 
heritage.  We  must  perform  near  miracles  to  bring  prosperity  to  this,  our  land. 
The  work  of  two  generations  was  reduced  to  rubble  in  the  passionate  moments 
of  war.  Now  we  must  rebuild  in  months  what  was  created  in  decades.  Time 
wields  her  whiplash  over  us.  Delay  and  decay  stand  in  impatient  turn  at  our 
door.  Swift  must  be  our  actions  lest  the  dynamics  of  chaos  overtake  our  efforts. 
To  succeed  in  this  imperative,  we  have  the  assistance  and  support  of  the  United 
States.     Without  that  assurance,  our  prospects  would  be  bleak  and  grim. 

In  all  this  we  will  maintain  the  implacable  substance  as  well  as  the  noble 
forms  of  democracy.  We  will  stay  our  progress,  if  it  is  necessary,  to  permit  time 
for  democratic  counsels.  We  are  determined  to  reflect  in  the  actions  of  govern- 
ment the  will  of  the  majority  of  the  people.  We  will  move  with  the  speed  indi- 
cated by  the  people's  wisdom.  We  will  eschew  the  symbols  and  shibboleth 
as  well  as  the  motives  of  dictatorship.  We  cannot  avoid  the  process  of  pause 
and  advance  which  is  the  democratic  way.  Laws  and  institutions  are  more 
certain  guides  than  the  unchecked  will  of  men  however  benign  their  purpose. 

In  our  economic  life,  we  will  continue  to  embrace,  as  we  have  in  the  past,  free 
but  guided  enterprise.  That  is  our  system.  We  will  defend  it  against  the  de- 
ceptive allures  of  communism,  of  militarism,  and  of  fascism.  We  will  not  give 
comfort  or  countenance  to  those  antidemocratic  creeds.  Proponents  of  these 
views  will  be  protected  in  their  right  to  hold  and  openly  to  advocate  them.  They 
will  not  be  protected  in  subversive  schemes  to  destroy  the  structure  of  this  Nation 
or  of  its  free  institutions.  Alien  antidemocratic  isms  will  not  be  permitted  to 
misuse  the  priceless  privileges  of  freedom  for  the  systematic  destruction  of  liberty. 

We  have  surveyed  at  length  our  relations  with  the  United  States  and  with  the 
rest  of  the  world.  We  have  discussed  the  significance  of  our  nationhood  in  tran- 
scendental and  in  immediate  terms.  But  this  Nation  is  above  all  a  Nation  of 
people.  Its  Government  exists  by  the  consent  of  the  governed,  and  seeks  to 
express  the  will  of  the  governed.  The  welfare  of  all  the  people  must  be  our  primary 
concern.  The  toil  and  sacrifice  we  have  laid  out  for  ourselves  must  be  directed 
not  for  the  exaltation  of  the  state,  but  for  the  elevation  of  all  our  citizens,  for 
their  greater  happiness,  for  their  economic  security,  for  their  well-being,  for  the 
attainment  of  greater  opportunities  for  their  children.     The  sweat  of  the  toiler's 
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brow  must  be  fairly  and  fully  rewarded.  The  products  of  enterprise  must  flow 
in  proper  measure  to  those  who  participate  in  all  the  processes  of  production. 
There  must  be  neither  masters  nor  serfs  in  our  economic  system. 

As  we  stand  at  this  moment,  facing  the  thorny  path  of  the  future,  trying  our 
first  unaided  steps  on  the  road  which  leads  to  tomorrow,  let  us  take  comfort  in 
our  national  sturdiness  and  courage.  We  are  18,000,000  strong.  Our  people 
bear  well  the  burdens  of  adversity.  The  national  spirit  is  one  of  humility,  of 
gentleness,  and  kindly  brotherhood.  Stout  of  heart  and  firm  of  purpose,  prudent 
and  wise  in  the  deep  wisdom  of  nature  and  of  God,  our  people  have  great  reservoirs. 
This  land,  this  child  of  freedom,  has  great  responsibilities  to  America.  We  are  a 
staging  area  of  democracy  in  this  part  of  the  world.  But  whatever  our  role  in 
history,  of  one  thing  we  maj'  be  sure:  the  Filipino,  strong  in  his  faith  and  steadfast 
in  his  loyalty,  will  support  his  nation,  come  what  may.  This  daughterland  of 
America,  sprung  from  the  hardy  stock  of  Asia,  will  not  be  awed  by  difficulties. 
It  will  live  and  endure  the  shocks  of  time.  This  is  our  faith,  and  this  is  our 
resolve.  With  the  help  of  the  divine  providence,  our  steps  will  be  illumined  by 
the  shining  countenance  of  truth  and  of  righteousness,  our  spirits  will  be  eased 
from  the  weariness  of  toil  by  the  grace  of  knowledge  that  our  people's  happiness 
is  our  goal. 

Our  independence  is  our  pride  and  our  honor.  We  shall  defend  our  nation 
with  our  lives  and  our  fortunes.     As  a  poet  wrote  long  ago: 

Let  independence  be  our  boast, 
Ever  naindful  what  it  cost. 
Ever  grateful  for  the  prize, 
Let  its  altar  reach  the  skies. 


Speech  by  Senator  Millaed  Tydings,  Inauguration  of  the  Philippine 
Republic,  July  4,  1946 

Mr.  High  Commissioner,  Mr.  President,  Your  Excellencies,  and  friends,  we  are 
gathered  here  to  participate  in  one  of  the  most  unprecedented,  most  idealistic,  and 
most  far-reaching  events  in  all  recorded  history.  Without  the  violence,  blood- 
shed, and  revolution  which  usually  attend  such  happenings,  a  great  people  are  to 
attain  their  complete  freedom  and  independence,  and  a  new  nation  is  to  be  consti- 
tuted to  take  its  place  at  the  world's  conference  table. 

With  the  beginning  of  the  Republic  of  the  Philippines,  a  new  example  of  human 
justice,  human  dignity,  and  friendly  relations  between  great  peoples  will  have  been 
established,  and  an  entirely  new  concept  of  international  relationships  will  have 
been  given  to  all  mankind.  This  is  a  great  day  for  the  people  of  the  Philippine 
Islands,  but  it  is  also  a  great  day  for  the  people  of  the  United  States  of  America. 
It  is  a  great  day  for  the  friends  of  freedom  all  over  the  earth. 

The  Filipinos  and  Americans  began  their  unique  relationship  nearly  one-half 
century  ago,  in  a  conflict  between  our  two  peoples  which  neither  of  us  desired 
or  wanted.  Fortunately,  soon  thereafter  misunderstanding  began  to  disappear, 
reason  reasserted  itself,  and  the  attributes  of  justice  and  a  common  desire  for 
the  right  cleared  the  roadway  for  continued  progress.  From  that  time  on  we 
have  labored  side  by  side — in  war,  in  peace;  in  good  times  and  in  bad.  More 
.and  more  the  sovereignty  and  authority  of  the  United  States  were  lessened,  and 
the  authority  and  sovereignty  of  the  Filipino  people  increased.  In  time  the 
Government  of  the  Philippine  Islands  was  exclusively  in  the  hands  of  the  Filipino 
people  and  in  1934,  with  the  passage  of  the  Philippine  Independence  Act  by  the 
United  States  Congress,  the  independence  for  which  the  Filipino  people  had 
istruggled  for  centuries  was  designed  to  become  an  accomplished  fact  on  this 
■very  day. 

Though  the  political  ties  which  have  bound  us  together  will  today  be  severed, 
in  the  larger  sense  those  ties  of  friendship,  regard,  and  respect  which  come  from 
sacrifice  upon  the  battlefield  in  the  cause  of  freedom  will  endure  until  the  very 
end  of  time.  Every  American  is  proud  to  have  shared  the  hazards  of  war  with 
such  a  gallant,  loyal,  and  courageous  people  as  the  Filipinos  have  proved  them- 
selves to  be  before  the  peoples  of  the  whole  world. 

When  the  clouds  of  adversity  cast  their  shadows  over  these  lovely  islands,  when 
the  cruel  and  ruthless  invader  rode  in  fleeting  victory  through  your  cities  and 
towns,  when  your  women  and  children  were  tortured,  and  your  men  wantonly 
Jcilled  in  an  effort  to  impose  by  force  what  persuasion  could  not  win,  you  never 
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faltered,  and  though  ringed  about  by  overwhelming  forces,  you  proved  uncon- 
quered  and  unconquerable — ever  tended  the  torch  of  liberty,  and  ever  kept  the 
flag  of  resistance  flying  at  the  masthead! 

For  all  of  this  the  motherland  is  grateful.  For  all  of  this  the  word  "Filipino" 
is  one  of  the  most  respected  names  in  the  English  language.  For  all  of  this  we 
thank  a  kind  Providence  for  imparting  to  our  Government  the  wisdom  to  deal 
with  the  Filipino  people  as  brothers,  to  recognize  them  as  lovers  of  justice  and 
democracy,  whom  we  would  help  to  travel  the  long  and  difficult  road  to  eventual 
independence  and  nationhood. 

Though  our  Governments  may  sever  the  political  ties  which  for  half  a  century 
have  bound  us  together,  our  Governments  can  never  alter  or  repeal  the  history 
of  Bataan  and  Corregidor,  of  Leyte,  of  Lingayen  Gulf  and  Manila,  when  your 
people  and  mine,  under  the  matchless  leadership  of  those  gallant  and  great 
Americans,  General  MacArthur  and  Admiral  Halsey,  planted  the  feet  of  the 
Filipino  people  once  again  on  the  soil  of  freedom  and  cleared  the  way  for  that  in- 
dependence for  which  you  had  waited  so  patiently  and  so  long. 

But  let  us  continue  our  relationship  on  this  historic  occasion  with  the  candor 
and  frankness  which  have  so  successfully  brought  us  to  this  present  place.  Inde- 
pendence is  more  than  a  priceless  privilege — it  imposes  at  the  same  time  a  tre- 
mendous responsibility  upon  those  who  would  enjoy  and  retain  it.  It  is  not  a 
self-perpetuating  political  institution.  To  retain  it,  to  increase  its  strength  and 
to  expend  its  opportunities  to  protect  and  serve  its  people,  requires  constant 
vigilance  and  eternal  sacrifice.  The  mission  of  all  independent  democratic  govern- 
ments is  to  give  to  their  people  the  maximum  of  benefit  and  protection  while 
imposing  as  few  burdens  and  hardships  as  possible. 

Devastated  as  many  of  these  islands  have  been,  your  commerce  destroyed, 
your  economic  productivity  shattered,  your  financial  institutions  looted  and 
wrecked,  the  years  ahead  are  going  to  call  upon  the  Filipino  people  for  a  con- 
tinuation of  those  high  qualities  of  heart  and  mind  which  have  counted  so  much 
in  helping  to  win  your  freedom  and  independence.  However,  faced  with  these 
circumstances,  you  have  made  the  choice  of  a  strong,  rather  than  a  weak,  people. 
In  effect,  you  have  said  you  would  rather  be  completely  free  and  independent 
but  the  masters  of  your  own  fate  and  destiny,  even  though  it  entailed  some 
economic  hardship,  than  to  be  a  subject  people  looking  to  others  to  govern  you, 
even  though  in  that  status  you  might  attain  a  higher  plane  of  prosperity.  We 
admire  you  for  this  confidence  in  yourselves,  and  for  the  qualities  which  cause 
you  to  put  freedom  and  independence  as  the  first  principles  in  your  plan  for  the 
future. 

So,  on  behalf  of  the  Government  of  the  United  States,  whose  great  legislative 
body  I  have  the  honor  to  represent,  we  come  to  this  historic  hour  and  to  this  spot 
hallowed  by  the  deeds  of  both  Filipino  and  American  patriots  to  thank  you  for  all 
of  your  matchless  loyalty  to  us,  and  to  wish  you  well  in  the  high  adventure  upon 
which  you  are  just  beginning. 

In  a  moment  the  flag  of  the  United  States  of  America,  our  beloved  Stars  and 
Stripes,  will  come  down  from  yonder  flagpole  and  the  flag  of  the  Republic  of  the 
Philippines  will  rise  to  the  masthead.  The  flag  of  the  United  States  of  America 
is  the  sacred  and  revered  emblem  of  my  country.  It  is  a  symbol  of  all  we  have 
been  and  all  we  hope  to  be.  So,  while  in  the  physical  sense  we  shall  lower  that 
flag  for  the  last  time  over  the  Philippines,  in  truth  and  in  fact — by  that  very 
act — it  will  unfurl  itself  at  a  height  it  has  never  reached  before,  for  in  symbolizing 
the  consummation  of  Filipino  independence,  men  in  all  lands  will  know  that  the 
United  States  is  seeking  to  promote  the  brotherhood  of  man  under  the  fatherhood 
of  God. 

Henceforth  wherever  the  Stars  and  Stripes  catch  the  passing  zephyr — on  the 
seven  seas,  or  on  the  six  continents,  or  on  any  of  the  myriad  islands  of  the  earth, 
that  flag,  because  of  Philippine  independence,  will  take  on  a  new  luster  and 
become,  I  am  sure,  a  symbol  of  hoipe  for  the  peace,  progress,  and  humanities 
between  nations,  which  on  the  occasion  of  Philippine  independence,  it  has  so 
abundantly  proven  itself  to  be. 

The  Congress  of  the  United  States  of  America,  which  I  have  the  honor  to  repre- 
sent in  part,  extends  to  the  Filipino  people  as  they  go  forth  to  meet  the  high 
challenge  of  this  historic  hour  "Godspeed."  The  story  that  began  in  1898  has 
now  come  to  a  glorious  close.  We  have  kept  the  faith — we  have  helped  you  to 
erect  the  institutions  of  democratic  government  and  to  build  in  the  new  nation 
the  ideal  that  government  shall  be  the  servant  and  not  the  master  of  the  people. 
We  look  forward  to  the  hour  in  the  not-far-distant  future  when  the  representative 
of  the  free  and  independent  Republic  of  the  Philippines  will  sit  with  the  representa- 
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-fcive  of  the  United  States  of  America  at  the  council  table  of  nations  and  there  we 
two  together  shall  continue  our  great  work  in  these  larger  fields.  The  friendships 
we  have  builded,  the  labors  we  have  performed  together,  the  sacrifices  we  have 
shared,  and  the  great  ideals  we  have  in  common  make  certain  that  in  the  United 
Nations  Councils  two  strong  peoples  will  continue  to  stand  on  the  frontiers  of 
civihzation  and  keep  up  a  good  fight  for  the  rights  of  all  mankind. 

Long  hve  the  Repubhc  of  the  Philippines;  long  Uve  the  United  States  of  America. 


General  of  the  Army  Douolas  MacArthur's  Address,  Inauguration  of 
THE  Philippine  Republic,  July  4,  1946 

■  Mr.  High  Commissioner,  Mr.  President,  ladies  and  gentlemen,  with  this 
ceremony  a  new  nation  is  born — a  nation  conceived  in  the  centuries-old  struggle 
of  a  people  to  attain  the  political  liberty  to  embark  upon  its  own  national  destiny — 
a  nation  dedicated  to  the  furtherance  of  those  rights  and  those  principles  which 
serve  to  compose  and  advance  man's  dignity  upon  the  earth — a  nation  upon 
whom  the  eyes  of  all  oppressed  peoples  are  today  cast  with  the  burning  light  of  a 
new  faith. 

Forty-eight  years  ago,  the  mantle  of  American  sovereignty  fell  over  this  land 
and  this  people.  It  was  the  beneficent  sovereignty  of  a  Hberator  pledged  to  be 
withdrawn  as  soon  as  the  well-being  of  the  people  would  safely  permit.  America 
never  wavered  in  that  purpose  — America  today  redeems  that  pledge. 

For  48  years  our  Army  has  stood  on  these  shores.  An  Army  of  freemen  dedi- 
cated to  humanity's  higher  service,  its  role  has  never  been  to  rule,  never  been  to 
subjugate,  never  been  to  oppress.  These  years  have  seen  many  men  come  and 
many  men  go — men  truly  representing  a  cross  section  of  that  land  beyond  the 
iseas  who  brought  with  them  a  better  understanding  of  the  west  and  carried  back 
with  them  a  better  understanding  of  the  east — and  through  it  all  helped  develop 
a  relationship  of  mutual  understanding,  mutual  respect,  and  mutual  affection. 
The  qualities  which  now  bind  our  two  peoples  together,  founded  upon  a  community 
of  interest  and  dedication  to  common  purposes  and  common  ideals,  will  not 
diminish  with  the  sovereign  change  this  day  has  wrought.  For  48  years,  as  our 
two  peoples  have  marched  forward  shoulder  to  shoulder  toward  a  common 
destiny,  through  the  bitterness  of  war  and  the  ofttimes  onerous  adversities  of 
peace,  a  purposeful  relationship  has  been  welded  which  will  not  yield  to  sovereignty 
nor  to  any  man-made  convention,  nor  to  artificial  political  distinction — a  relation- 
ship which  will  last  forever. 

For  48  years  since  my  father  first  led  our  Army  down  Singalong  Road  to  liberate 
this  great  city  of  Manila,  close  identification  with  you  has  been  my  personal 
privilege.  Through  these  years  I  have  witnessed  with  admiration  your  mag- 
nificent progress  in  self-sufficiency  and  your  long,  earnest,  and  unyielding  aspira- 
tion for  independence.  Through  those'  years  of  steady  and  advancing  prepara- 
tion, by  your  resolute  perseverance  in  holding  firmly  to  the  course  long  charted 
by  the  architects  of  your  political  future  despite  seeming  unsurmountable  ob- 
stacles which  barred  the  way,  the  world  must  bear  witness  that  you  have  earned 
the  right  that  this  day  of  destiny  might  be. 

Let  history  record  this  event  in  flaming  letters  as  depicting  a  new  height  of 
Tiobihty  in  the  relationship  between  two  separate  and  distinct  peoples  of  the 
earth — peoples  of  the  east  and  peoples  of  the  west.  Despite  racial,  cultural,  and 
language  differences  and  great  distances  of  geographical  separation,  they  forged 
an  affinity  of  understanding  which  survived  both  the  vagaries  of  peace  and  the 
shock  of  war.  They  shattered  for  all  time  the  deceptive  philosophy  that  "East 
is  east  and  west  is  west  and  never  the  twain  shall  meet"  by  demonstrating 
through  complete  and  effective  cohesion,  that  peoples  of  the  east  and  peoples 
of  the  west  had  common  cause  in  human  progress — and  can  live  together  and 
work  together  and  strive  together  toward  a  common  destiny. 

Let  history  record  this  event  in  the  sweep  of  democracy  throughout  the  earth 
as  foretelling  the  end  of  mastery  over  peoples  by  power  of  force  alone — the  end- 
of  empire  as  a  pohtical  chain  which  binds  the  unwiUing  weak  to  the  unyielding 
strong.  Let  it  be  recorded  as  one  of  the  great  turning  points  in  the  age-long 
struggle  of  man  for  liberty,  for  dignity,  and  for  human  betterment. 

As  this  infant  Repubhc  stands  at  the  threshold  of  an  adventure  in  the  society 
of  other  nations  upon  an  identical  sovereign  plane,  its  political  destiny  depends 
upon  the  courage  and  wisdom  of  its  leadership  and  the  unity  of  its  peoples. 
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Never  in  history  have  more  vital  and  complex  issues  stirred  mankind  than* 
today.  Never  have  issues  weighed  more  heavily  upon  the  destiny  of  the  human 
race.  In  their  solution,  this  new  Republic  will  be  called  upon  to  take  its  stand. 
God  grant  that  it  may  raise  its  voice  firmly  and  fearlessly  in  alinement  with  those 
great  forces  of  right  which  seek  to  avoid  the  destructive  influence  which,  despite 
our  past  victories,  stiU  harass  the  world. 

I  rejoice  with  you  that  your  great  political  goal  has  this  day  been  reached,  and 
shall  watch  your  forward  march  under  the  banner  of  your  own  sovereignty  with 
deep  pride  and  with  abiding  confidence  in  your  future.  In  behalf  of  the  great 
Army  which  I  here  represent,  I  stand  at  salute  to  the  Republic  and  the  people  who 
proudly  compose  it — this  land,  this  people  that  I  have  known  so  long  and  loved 
so  well. 

CONCLUSION 

The  United  States  Government  surrenders  sovereignty 

With  the  reading  of  the  proclamation  and  the  raising  of  the  PhiHp- 
pine  standard,  the  Phihppine  Islands  and  all  the  territorial  waters 
and  possessions  of  the  Philippines  were  alienated  from  the  jurisdiction, 
control,  and  ownership  of  the  United  States  of  America.  The  land 
and  its  people  became  a  free  and  independent  Republic  with  which 
the  United  States  was  committed  to  deal  henceforth  as  an  equal 
nation  among  nations.  The  President  of  the  United  States  and  the 
Congress  of  the  United  States  surrendered  all  authority.  Filipinos 
ceased  to  be  nationals  of  the  United  States  and  became  aliens. 

Nevertheless,  the  Philippines  did  not  cease  to  be  a  responsibility 
of  the  United  States.  Having  given  the  Islands  independence,  the 
United  States  was  still  morally  obliged,  by  a  series  of  commitments 
entered  into  and  phrased  over  a  period  of  two  generations,  to  protect 
the  independence  of  the  Philippines.  This  meant,  among  other  things, 
the  granting  of  essential  aid  to  permit  the  Philippine  Republic  to 
maintain  its  sovereignty  as  an  economic  unit.  It  meant  the  providing" 
of  security  so  that  the  Republic  need  not  fear  aggression  from  foreign 
quarters. 

The  major  steps  in  the  provision  of  economic  assistance  had  already 
been  taken  in  the  form  of  the  War  Damage  Act  and  the  Trade  Re- 
habilitation Act.  For  a  period  of  28  years  Philippine  products 
would  enjoy  tariff  preferences  in  the  American  market  and  American 
products  would  have  a  similar  preference  in  the  Philippine  market. 
But  many  more  economic  aids  were  essential.  It  is  essential,  for 
instance,  that  the  American  Government  grant  budgetary  loans  to 
the  Philippine  Government  to  enable  it  to  function  until  such  a  time 
as  internal  loans  can  be  floated  to  balance  the  national  budget. 

American  investors  must  be  encouraged  to  assist  in  the  rehabilita- 
tion of  the  Philippines,  but  on  the  basis  of  service  to  the  Philippines 
as  well  as  on  the  basis  of  profit  to  themselves. 

The  commitment  contained  in  the  War  Damage  Act  to  appropriate, 
over  a  period  of  time,  funds  as  authorized  to  pay  for  war  damage  to 
both  public  and  private  installations  must  be  met. 

The  obligation  of  the  United  States  Government  to  provide  just 
compensation  and  treatment  for  Filipino  veterans  was,  as  of  July  4, 
far  from  discharged. 

No  settlement  had  been  reached  on  the  transfer  of  surplus  property 
to  the  Philippine  Government.  These  and  many  other  actions 
remained  to  be  taken  to  give  the  new  Republic  an  even  chance  to 
succeed  in  its  independence.  Technical  advice  and  assistance  will 
be  required  for  some  years  to  come. 
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To  insure  the  security  of  the  PhiHppines  against  aggression  and 
intimidation,  there  still  remained,  as  of  July  4,  the  obligation  to 
negotiate  for  military  and  naval  bases  to  be  maintained  on  Philippine 
sou,  without  at  the  same  time  intruding  on  the  sovereignty  of  the 
Republic.  There  was  also  the  obligation  to  furnish  military  assistance 
to  the  Philippine  Army  and  the  offshore  patrol. 

The  18,000,000  people  of  the  Philippines  were,  on  July  4,  tried  and 
true  friends  not  only  of  the  United  States  but  of  the  American  way 
of  life  which  the  Filipinos  had  inherited  from  their  long  political 
associations  with  America.  It  was,  and  is,  very  much  to  the  interest 
of  the  United  States  to  preserve  that  friendship  and  to  advance  that 
way  of  life  in  the  Orient. 

A  Filipino  newspaperman,  describing  finely  and  graphically  his 
sentiments  as  the  American  flag  dipped  downward  with  the  with- 
drawal of  sovereignty,  defined  the  feelings  of  multitudes  with  the 
words,  "A  part  of  me  died  today." 

It  is  up  to  America  to  enshrine  that  love  and  that  devotion  with 
future  policies  and  actions  that  will  bind  still  closer  the  perpetual  ties 
of  friendship  and  mutual  interest  between  the  two  great  democratic 
peoples  inhabiting  the  eastern  and  western  rims  of  the  Pacific  Basin. 

Respectfully  submitted. 

Paul  V.  McNutt. 


APPENDIX 

ITEM  NO.  1 

Military  Order 

organized  military  forces  of  the  government  of  the  common- 
wealth of  the  philippines  called  into  service  of  the  armed 
forces  of  the  united  states 

Under  and  by  virtue  of  the  authority  vested  in  me  by  the  Constitu- 
tion of  the  United  States,  by  section  2  (a)  (12)  of  the  PhiHppine 
Independence  Act  of  March  24,  1934  (48  Stat.  457),  and  by  the 
corresponding  provision  of  the  ordinance  appended  to  the  Constitu- 
tion of  the  Commonwealth  of  the  Philippines,  and  as  Commander  in 
Chief  of  the  Army  and  Navy  of  the  United  States,  I  hereby  call  and 
order  into  the  service  of  the  armed  forces  of  the  United  States  for  the 
period  of  the  existing  emergency,  and  place  under  the  command  of  a 
general  officer,  United  States  Army,  to  be  designated  by  the  Secretary 
of  War  from  time  to  time,  all  of  the  organized  military  forces  of  the 
government  of  the  Commonwealth  of  the  Philippines:  Provided,  That 
all  naval  components  thereof  shall  be  placed  under  the  command  of 
the  commandant  of  the  Sixteenth  Naval  District,  United  States  Navy. 

This  order  shall  take  effect  with  relation  to  all  units  and  personnel 
of  the  organized  military  forces  of  the  government  of  the  Common- 
wealth of  the  Philippines,  from  and  after  the  dates  and  hours,  respec- 
tively, indicated  in  orders  to  be  issued  from  time  to  time  by  the 
general  officer.  United  States  Army,  designated  by  the  Secretary  of 
War. 

Franklin  D.  Roosevelt. 

The  White  House,  July  26,  1941. 

ITEM  NO.  2 

Incorporation  of  Active  AIilitary  Forces  Into  the  Philippine 
Army  by  the  President  of  the  Philippines 

executive  order  no.  21,  DECLARING  TO  BE  ON  ACTIVE  SERVICE  IN 
THE  PHILIPPINE  ARMY  ALL  PERSONS  NOW  ACTIVELY  SERVING  IN 
RECOGNIZED  MILITARY  FORCES  IN  THE  PHILIPPINES 

Whereas  many  civilians  residing  in  the  Philippines  of  Filipino, 
American,  and  other  foreign  citizenships,  and  officers  and  enlisted  men 
of  the  Philippine  Army,  of  the  armed  forces  of  the  United  States  and 
of  Allied  nations,  have  continued  armed  resistance  against  the  Im- 
perial Japanese  Government  since  the  6th  of  May  1942; 

Whereas  this  action  has  written  in  blood  an  epic  of  courage,  devo- 
tion, and  loyalty  to  the  Government  and  the  people  of  the  Philippines; 
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Whereas  these  mihtary  forces  have  contributed  in  a  large  measure 
to  the  Alhed  military  effort  and  to  the  liberation  of  the  Filipino 
people  from  the  yoke  of  the  Japanese  invader; 

Whereas  it  is  the  desire  of  the  Government  of  the  Philippines  to 
recognize  this  allegiance; 

Now,  therefore,  I,  Sergio  Osmefia,  President  of  the  Philippines,  by 
virtue  of  the  authority  vested  in  me  by  the  emergency  powers  law, 
section  22  a  and  section  27  of  the  Commonwealth  Act  No.  1  notwith- 
standing, do  hereby  ordain  and  promulgate  the  following: 

1.  All  persons,  of  any  nationality  or  citizenship,  who  are  actively 
serving  in  recognized  military  forces  in  the  Philippines  are  hereby 
considered  to  be  on  active  service  in  the  Philippine  Army. 

2.  The  temporary  grades  of  enlisted  men,  enlisted  or  promoted  in 
the  field  by  commanders  of  recognized  military  forces  or  by  their 
delegated  authority,  are  hereby  confirmed. 

3.  The  temporary  ranks  of  all  officers,  appointed  or  promoted  in 
the  field  prior  to  this  date  by  commanders  of  recognized  military 
forces,  are  hereby  confirmed. 

4.  The  date  of  entry  into  active  service  in  the  Philippine  Army  will 
be  that  of  joining  a  recognized  military  force. 

5.  The  effective  date  of  rank  for  commissioned  oflacers  and  enlisted 
men  will  be  the  date  on  which  they  were  appointed  or  promoted  to 
such  rank  by  the  commanders  of  recognized  military  forces. 

6.  A  recognized  military  force,  as  used  herein,  is  defined  as  a  force 
under  a  commander  who  has  been  appointed,  designated,  or  recog- 
nized by  the  commander  in  chief,  Southwest  Pacific  area. 

Done  at  the  seat  of  government  in  the  field,  this  28th  day  of  October, 
in  the  year  of  our  Lord  nineteen  hundred  and  forty-four,  and  of  the 
Commonwealth  of  the  Philippines,  the  ninth. 

Sergio  Osmena, 
President  qf  the  Philippines. 
By  the  President: 

Arturo  B.  Rotor, 

Secretary  to  the  President. 

ITEM  NO.  3 

Cablegram  from  Secretary  Ickes  to  President  Osmena 
Dealing  with  Collaborators 

September  10,  1945. 
Via  KCA. 

Hon.  Sergio  Osmena, 

President  qf  the  Philippines, 

Manila,  P.  I. 
Both  official  and  press  reports  indicate  that  a  substantial  number  of 
persons  who  adhered  to  the  enemy  and  gave  him  aid  and  comfort 
through  their  service  in  the  puppet  governments  during  invasion  are. 
now  holding  important  offices  in  various  branches  of  the  Common- 
wealth government,  including  the  judiciary.  I  am  informed  that  you 
intend  to  release  numerous  persons  against  whom  evidence  was  col- 
lected by  the  United  States  Army.  Your  attention  is  invited  to  the 
statement  of  President  Roosevelt  on  June  29,  1944,  that  "those  who 
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have  collaborated  with  the  enemy  must  be  removed  from  authority 
and  influence  over  the  political  and  economic  life  of  the  country." 
It  was  intended  that  this  statement  would  serve  as  a  guide  to  the 
policy  of  the  Commonwealth  and  that  the  Commonwealth  would  find 
the  means  of  effectively  investigating,  charging.and  speedily  trying  the 
offenders  before  courts  or  tribunals  composed  of  judges  of  unquestioned 
loyalty.  I  deem  it  essential  that  this  task  be  completed  before  the 
holding  of  the  next  Commonwealth  general  election,  and  I  would  call 
the  attention  of  your  government  to  the  probable  reluctance  with  which 
funds  may  be  appropriated  for  relief,  rehabilitation,  and  support  of  the 
Commonwealth  government  if  it  becomes  generally  believed  that  that 
government  has  failed  diligently  and  firmly  to  convict  and  punish 
those  guilty  of  collaboration. 

Harold  L.  Ickes, 
Secretary  oj  the  Interior. 

ITEM  NO.  4 

Letter  from  President  Osmena  to  House  "Ways   and  Means 

Committee 

Office  of  the  President  of  the  Philippines, 

Washington,  D.  C,  October  12,  194o. 
Hon.  Robert  L.  Doughton, 

Chairman,  Committee  on  Ways  and  Means, 

House  of  Representatives,  Washington,  D.  C. 

My  Dear  Mr.  Chairman:  I  take  this  opportunity  to  refer- to  the 
bill  before  your  committee,  H.  R.  4185,  to  provide  for  future  trade 
relations  between  the  United  States  and  the  Philippines,  introduced 
by  the  Honorable  Jasper  Bell,  chairman  of  the  House  Committee  on 
Insular  Affairs.  I  strongly  endorse,  in  principle,  the  broad  purposes 
and  objectives  of  the  bill.  At  such  time  as  your  committee  may 
deem  convenient,  I  shall  appreciate  it  if  representatives  of  the  Com- 
monwealth government  will  be  given  an  opportunity  to  submit  minor 
suggestions  and  amendments  which  may  improve  the  bill  and  facili- 
tate the  achievement  of  the  desired  trade  relationship  sought  by  this 
legislation. 

Insofar  as  the  Filipino  people  are  concerned,  they  look  upon  this 
legislation  as  an  expression  of  policy  by  Congress  to  assist  them  in  the 
rehabilitation  of  their  industries  and  properties  destroyed  and  devas- 
tated by  war.  It  was  the  House  Ways  and  Means  Committee  which 
paved  the  way  in  1909  for  Congress  to  establish  free  trade  between 
your  country  and  mine.  At  that  time  Congress  deemed  it  advisable 
to  establish  this  relationship  in  order  that  the  Filipino  people  would 
have  the  opportunity  "to  grow  in  the  building  up  of  national  pride 
and  national  power,  to  grow  in  the  accumulation  of  property  and  the 
diffusion  of  wealth,  lying  at  the  foundation  of  civilization." 

That  trade  relationship  has  been  mutually  beneficial  to  the  United 
States  and  the  Philippines.  It  gave  us  the  opportunity  to  develop 
our  basic  industries  and  made  the  United  States  the  market  for  82 
percent  of  all  our  exports.  At  the  same  time,  the  United  States 
established  itself  in  a  commanding  position  in  our  market,  so  that 
immediately  before  the  war  the  Philippines  ranked  sixth  best  customer 
of  the  United  States,  the  best  market  in  the  world  for  American  cotton 
cloth,  wheat  flour,  evaporated  milk,  cigarettes,  tires  and  tubes,  ready- 
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mixed  paint,  and  over  100  items  of  American  exports.     Sixty-seven 
percent  of  all  our  imports  come  from  the  United  States. 

When  Congress  enacted  the  Philippine  independence  law,  it  recog- 
nized the  need  for  adjusting  Philippine  economy  and  took  the  follow- 
ing steps  to  give  opportunity  for  the  Philippine  industries  to  adjust 
themselves  to  conditions  after  independence:  (1)  It  provided  a  10-year 
period  of  transition;  (2)  it  amended  the  law  in  1939  so  as  to  exempt 
certain  Philippine  products  from  export  taxes  and  in  lieu  thereof 
provided  decreasing  quotas;  (3)  it  provided  that  a  conference  be  held 
2  years  before  independence  to  formulate  future  trade  relations;  (4)  it 
suspended  the  export  taxes  and  decreasing  quotas  in  1941;  and  (5)  it 
created  the  Filipino  Rehabilitation  Commission. 

Both  the  late  President  Roosevelt  and  President  Truman  have  made 
public  statements  to  the  effect  that  reciprocal  trade  between  the  two 
countries  must  continue  for  such  time  after  independence  as  may  be 
necessary  to  provide  the  new  Republic  with  a  fair  opportunity  to 
secure  its  economic  freedom  and  independence. 

As  a  result  of  the  war,  our  industries  and  properties  have  been 
destroyed  and  devastated.  The  Philippines  faces  the  problem  of 
rebuilding  and  restoring  its  economy  and  the  further  problem  of 
adjustment  to  a  nonpreferential  status.  To  meet  the  first  problem, 
n  sufl&cient  period  of  trade  opportunity  is  necessary  to  enable  the 
jreconstruction  of  mills  and  factories  destroyed,  for  it  is  obvious  that 
no  mill  or  factory  owner  would  restore  his  property  if  his  products 
would  not  have  any  market. 

At  a  time  when  the  whole  far-eastern  region  is  in  a  chaotic  condi- 
tion, the  chances  of  the  Philippines  for  developing  its  commerce  and 
trade  with  neighboring  countries  would  be  very  slim  indeed.  China, 
like  the  Philippines,  has  suffered  devastation.  Japan,  reduced  to 
impotence  in  a  military  and  economic  sense,  will  not  be  a  potential 
factor  in  the  commercial  world  for  a  long  time.  The  Dutch  East 
Indies  will  also  have  their  economic  problems.  Turning  to  Europe, 
the  situation  will  be  the  same.  Thus,  the  only  country  to  which  the 
Philippines  can  look  for  a  market  and  economic  assistance  is  the 
United  States.  If  we  are  now  cut  off  from  the  United  States  market 
without  a  reasonable  chance  of  restoring  our  economy  and  later 
^adjusting  it  to  the  world  pattern,  we  may  find  ourselves  set  back  50 
years. 

The  havoc  and  ravages  of  this  war  have  rendered  the  Filipino 
people  economically  and  physically  frustrate.  Even  under  the  most 
favorable  circumstances,  they  will  not  be  able  to  extricate  themselves 
for  a  long  time  to  come.  Immediate  assistance,  such  as  the  oppor- 
tunity for  trade  and  commerce,  is  imperative.  Such  assistance  will 
go  a  long  way  to  start  the  wheels  of  our  industries  turning  and  to 
provide  our  people  with  employment  and  the  means  of  reestablishing 
their  prewar  standard  of  living. 

On  behalf  of  18,000,000  people,  whose  homes  and  properties  are  in 
Tuins  and  who  face  hunger  and  disease  as  a  consequence  of  their  par- 
ticipation in  this  war,  I  appeal  to  you  and  to  the  members  of  the  com- 
mittee to  expedite  the  passage  of  this  measure  which  is  so  vital  to  the 
life  and  economy  of  my  people. 
Sincerely  yours, 

Sergio  Osmena, 
President  oj  the  Philippines. 
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ITEM  NO.  5 

Ambassador  McNutt's  Speech  Made  Before  the  Philippine  Bak 
Association  on  May  8,   1946 

In  speaking  to  you  this  noon,  I  am  speaking,  through  you,  to  th& 
people  of  the  Phihppines.  Lawyers  are  supposed  to  be  able  to  under- 
stand people  and  each  other,  although  no  one  else  is  supposed  to 
understand  lawyers.  But  today  I  want  to  make  myself  understood 
not  only  by  lawyers  but  by  every  Filipino.  I  mean  to  speak  in  frank 
terms  which  I  hope  will  not  need  legal  interpretation.  I  feel  it  is 
your  obligation,  it  is  a  function  of  your  profession,  it  is  a  functio"n  of 
the  natural  leadership  which  lawyers  assume  and  probably  always 
will  assume  in  the  political  affairs  of  nations  to  represent  correctly, 
simply,  and  accurately  to  the  people  the  problems  which  face  the 
Philippines  today. 

On  January  30,  I  left  Manila  for  the  United  States  on  what  I 
hoped  would  be  a  3-week  trip.  My  major  mission  was  very  simple: 
to  look  into  the  factors  which  blocked  action  in  the  United  States 
Congress  on  the  Philippine  rehabilitation  and  trade  bills  for  four  long 
months,  and  to  overcome  those  factors  if  possible.  » 

I  returned  to  Manila  on  April  19,  2  months  and  19  days  after  I  had 
left.  I  can  tell  you  frankly  that  I  have  never  worked  harder  in  my 
life  than  I  did  during  those  2  months  and  19  days.  Except  for  a 
1-day  trip  to  Indiana  to  see  my  mother  and  father,  I  and  members  of 
my  staff  who  were  with  me  in  Washington  worked  days,  nights,  and 
holidays,  without  exception,  to  accomplish  what  we  had  set  out  to  do. 
It  was  an  assignment  that  taxed  the  capacities,  the  knowledge,  the 
skill,  the  courage,  the  determination,  and  the  patience  of  all  of  us. 
We  used  every  contact,  every  stratagem,  every  trading  point  we  could 
through  those  long  weeks  of  negotiation,  deliberation,  committee 
hearings,  legislative  drafting,  and  redrafting  of  that  trade  bill.  We 
buttonholed  Senators  and  Congressmen  in  their  offices,  at  their  homes^ 
at  social  gatherings.  I,  personally,  walked,  I  don't  know  how  many 
miles,  through  the  corridors  of  the  Capitol,  of  the  Senate  and  House 
Office  Buildings,  day  after  day,  evening  after  evening. 

If  we  had  been  engaged  in  pernicious  lobbying  against  the  public 
interest,  we  would  have  well  earned  any  attacks  which  might  have 
been  made  against  our  efforts.  We  had,  perhaps,  the  most  active 
and  persistent  lobby  any  bill  has  ever  attracted.  However,  there  were 
no  objections  to  our  activities.  We  were  one  lobby  which  was  in  a 
cause  to  which  all  paid  lip  service — the  discharge  of  America's  obliga- 
tions to  the  Philippines. 

We  met  obstacles  at  every  step,  objections  from  many  quarters. 
Many  individuals  and  groups  had  different  ideas  on  how  best  to  accom- 
plish the  goals  most  of  us  were  agreed  upon.  And  then  there  was 
always  lurking  in  the  background  the  Cuban  sugar  lobby,  with  power- 
ful allies  in  banking  circles,  who  had  their  own  peculiar  interests  to 
serve.  The  State  Department  had  its  amendments  to  offer,  which 
would  have  reconciled  the  trade  bill  with  the  over-all  foreign-trade 
policies  of  the  United  States.  The  effect  of  most  of  the  State  Depart- 
ment amendments  would  have  been  to  hobble  the  bill  in  the  interests 
of  the  international  trade  policy  of  the  United  States.  The  Agri- 
culture Department,  Commerce,  and  the  Tariff  Commission  all  had 
their  individual  proposals  to  make.     It  was  the  confusion  and  the 
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uncertainty  resulting  from  all  these  proposals  which  had  blocked  action 
on  the  bill.  The  ordinary  Congressman,  as  well-intentioned  as  he 
might  be,  threw  up  his  hands  when  faced  by  the  many  technical 
proposals  to  modify  this  legislation,  plus  the  downright  opposition  of  a 
few,  a  very  few,  selfish  interests. 

That  was  the  situation  we  walked  into  on  February  3  of  this  year. 
I  have  already  described  in  a  rather  personal  way,  what  we  did  to 
overcome  that  opposition.  I  must  tell  you  that  we  had  at  all  times 
the  firm  support  of  President  Truman.  President  Truman  did 
everything  within  his  power  to  expedite  this  legislation.  He  knew 
how  necessary  it  was,  how  much  time  was  of  the  essence. 

But  the  administration  has  been  blocked  on  much  of  its  major 
legislation  in  Congress  this  year.  The  confusions  and  uncertainties 
incident  to  the  postwar  let-down  have  been  glaringly  reflected  in 
Congress.  Any  administration  bill,  no  matter  how  simple  and  non- 
controversial,  today  faces  tough  sledding  in  an  election-conscious  and 
economy-minded  Congress.  To  blast  such  a  complicated  and  unprece- 
dented bill  as  the  trade  bill  through  Congress,  no  matter  how  deep  its 
sympathy  for  the  Philippines,  was  a  giant-sized  job.  This  we  found 
out  in  a  hm-ry. 

But  we  argued,  we  explained,  we  compromised.  We  prepared 
numberless  memoranda  for  individual  Members  of  Congress.  We 
fought  a  hundred  skirmishes  in  committee,  against  individual  selfish 
interests. 

It  is  to  be  held  firmly  in  mind  that  this  bill,  the  Bell  bill,  was  the 
end  product  of  a  number  of  compromises  already  entered  into.  It 
was  completely  unprecedented  legislation  as  far  as  the  United  States 
was  concerned.  Free  trade  is  a  red  flag  to  many  Members  of  Con- 
gress. Special  preferential  trade  relations  are  anathema  to  the  State 
Department.  It  is  not  understood  in  the  Philippines,  but  it  is  a 
basic  fact  that  the  United  States,  psychologically  speaking,  is  not  a 
trading  nation.  The  national  production  of  the  United  States  is  so 
vast,  and  the  percentage  of  exports  so  small  that  most  Americans 
have  no  idea  of  the  value  of  exports  to  the  national  welfare.  On  a 
straight-trade  basis,  it  would  be  impossible  to  secure  congressional 
approval  of  any  measure  which  brought  competition  to  domestic 
producing  interests,  no  matter  how  over-all  advantageous  such  a 
measure  would  be  to  America's  balance  of  trade. 

America  is  producer  conscious.  It  is  acutely  conscious  of  the 
interests  of  its  farmers  and  its  industries.  But  protection  has  been 
the  watchword  of  American  industry  and  agriculture  for  so  long  that 
the  voice  of  the  exporter,  by  itself,  is  literally  a  voice  lost  in  the 
wilderness  of  public  opinion.  Except  as  they  are  strongly  supported 
by  Government  and  by  sound  economic  theory,  the  exporting  interests 
of  the  United  States  have  few  friends  in  Congress.  It  is,  of  course, 
a  fact  that  there  is  no  industrial  or  agricultural  undertaking  in  the 
United  States  whose  major  market  is  in  export  channels.  American 
production  is  aimed  at  the  American  market;  the  surplus  is  available 
for  export. 

This  production-for-consumption  psychology  in  the  United  States 
is  a  major  factor  in  any  computation  of  the  reciprocal  benefits  of  the 
Trade  Rehabilitation  Act. 

The  American  people  and  the  American  Congress  cannot  figure  in 
terms  of  the  benefits  to  America  of  exports  to  the  Philippines.     Those 
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benefits  are  appreciated  by  individual  American  exporters;  their 
active  support,  of  course,  was  helpful  to  the  passage  of  this  legislation. 
But  the  Congress  as  a  whole  was  thinking  rather  entirely  of  the^ 
benefits  given  the  Philippines  in  terms  of  the  free  market  in  the 
United  States,  and  the  preferential  tariff  relations  after  the  free-duty 
period  is  over. 

Never  before  in  American  history  has  the  American  Congress  been 
willing  to  bind  itself  for  any  period  of  time,  let  alone  for  28  years,  on 
tariff  provisions  with  a  specific  country.  Cuba  is  the  only  other 
country  in  the  world  with  whom  the  United  States  maintains  special 
tariff  preferentials.     And  I  will  discuss  Cuba  in  a  moment. 

I  want  to  make  the  point  again  and  again  and  again  that  the  Congress 
was  not  making  a  Yankee  trade,  or  a  swap  of  concession  for  concession. 
There  is  no  concession  in  the  Philippine  market  which  could  ever  induce 
the  Congress  to  permit  the  free  entry  of  competitive  products  into  the 
American  market.  It  was  only  because  this  was  represented  as  Or 
trade-rehabilitation  bill,  an  essential  measure  for  the  repair  of  the 
Philippine  national  economy,  a  reward  for  the  war  sacrifices  of  the 
Philippines,  that  this  bill  was  passed.  That  is  why  you  cannot  weigh 
this  Trade  Act  in  terms  of  dollar  benefits  to  either  country. 

But  in  spite  of  the  willingness  of  Congress  to  pass  a  measure  bene- 
fiting the  Philippines,  we  had  constantly  to  watch  the  steady  and 
unremitting  pressure  of  those  American  commodity  interests  which, 
logically  or  not,  have  always  felt,  and  still  feel  today,  that  Philippine 
exports,  based  on  low  wages  here,  are  a  threat  to  the  American  stand- 
ard of  living  and  American  production  based  on  that  standard  of 
living.  The  United  States,  however  far  it  has  advanced  from  eco- 
nomic provincialism — and  it  has  advanced  a  great  distance — still  lives 
partially  in  the  psychology  of  a  man  who  has  amassed  wealth  and 
well-being  by  years  of  labor  and  struggle,  and  is  constantly  fearful 
that  his  competence  will  be  dissipated  if  he  opens  his  door  freely  to 
all  his  poorer  neighbors. 

Those  commodity  interests  accepted  this  Philippine  bill,  because 
even  they  recognized  our  deep  obligation  to  the  Philippines,  born  of 
war;  to  avoid  their  open  opposition,  and  in  fact  to  win  their  open 
support,  which  we  succeeded  in  doing,  we  were  required  to  insert 
absolute  quota  safeguards  for  their  interests.  But  those  quotas  are 
designed  not  only  to  protect  the  legitimate  interests  of  American  pro- 
ducers, they  are  also  directly  planned  to  encourage  the  Philippines  to 
diversify,  to  find  new  agricultural  products  for  new  markets  and  for 
the  United  States  market,  and  to  industrialize  for  local  consumption 
needs.  The  quotas  are  thus  a  two-sided  compact,  a  compact  with 
you  to  broaden  your  economy,  and  a  compact  with  American  com- 
modity interests  limiting  the  extent  of  your  eventual  competition 
with  them. 

These  are  the  only  interests  which  are  protected  in  the  Bell  bill. 
We  did  not  seek  in  this  bill  consciously  or  unconsciously  to  protect 
the  so-called  imperialist  interests  with  holdings  or  potential  holdings 
in  the  Philippines.  They  have  few  spokesmen  in  the  administration 
party  today.  They  have  little  influence  in  the  major  decisions  of 
government.  Their  influence  ended  in  1932  as  far  as  the  United 
States  Government  is  concerned.  I  am  not  speaking  as  a  Democrat 
but  merely  as  an  American  when  I  say  that  I  do  not  expect  them  to 
come  back  into  measurable  influence  in  the  measurable  future.     To 
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see  in  the  Trade  Rehabilitation  Act  the  hand  of  imperiahstic  interests 
is  to  see  a  ghost  which  has  long  ago  been  laid.  It  is  kicking  a  dead 
horse.  It  is  reviving  a  bogey  which  exists  only  in  the  imagination 
of  some  here  who  insist  on  seeing  the  pattern  of  the  1920's  in  the 
events  of  the  1940's.  Under  this  administration  and  under  any 
administration  which  I  can  see  in  the  future,  the  American  people 
will  not  support  any  undertaking  which  would  exploit  or  take  advan- 
tage of  the  heroic  people  of  the  Philippines  in  any  manner,  shape,  or 
form.  The  American  people  and  the  American  Nation  are  committed 
to  the  support  and  the  encouragement  of  the  democratic  growth  of 
an  independent  Philippine  Repubhc.  Any  measure  instituted  in 
the  United  States  which  proves  to  run  at  cross-purposes  with  that 
goal  will  be  willingly  corrected.  At  the  present  moment,  I  cannot 
see  that  there  is  any  such  danger. 

Please  bear  in  mind  that  the  only  selfish  advantage,  if  you  call  it  a 
selfish  advantage,  which  the  United  States  hopes  to  derive  from  its 
activities  in  the  Philippines  is  the  respect  and  friendship  of  the  peoples 
of  the  Orient.  ,  That  is  the  guiding  star  of  our  Philippine  policy.  We 
have  emphasized  and  reemphasized  our  intention  to  make  of  the 
Philippines  a  model  of  enlightened  policy  in  the  Far  East.  We  mean 
to  show  by  example  what  can  be  done  with  colonies  in  their  advance- 
ment to  self-government.  Nothing  which  interferes  with  that  basic 
policy  will  be  tolerated,  insofar  as  we  have  the  power  to  prevent  it. 

But  to  return  again  to  the  Trade  Act.  There  were  some  commodity 
interests  which  could  not  be  completely  satisfied.  The  chief  of  these, 
of  course,  was  sugar.  We  succeeded  in  neutralizing  almost  all  the 
domestic  sugar  interests,  which  was  a  major  accomplishment  in  itself. 
It  took  many  hours  of  conferences  and  arguments,  pleas,  and  appeals 
to  patriotism  and  citations  of  the  economic  facts  of  life. 

One  interest  we  could  not  satisfy  was  Cuban  sugar,  a  rather  in- 
satiable interest  which  exhibited  a  tenacity  of  purpose,  an  ingenuity  of 
operation,  and  a  lamentable  lack  of  candor  and  restraint.  This  com- 
modity interest,  which  has  wide  ramifications  in  and  out  of  govern- 
ment, was  our  most  energetic  opponent  from  the  start.  They  did 
everything  possible,  in  many  ingenious  ways,  to  block  entirely  this 
legislation.  They  alerted,  or  tried  to  alert,  every  commodity  interest 
against  us.  They  tried  their  best  to  arouse  the  domestic  sugar  inter- 
ests to  battle  with  us.     For  the  most  part  they  failed. 

You  all  know  the  story  of  how  they  almost  succeeded.  The  House 
Ways  and  Means  Committee  voted  at  one  point  to  reduce  the  Philip- 
pine sugar  quota  to  700,000  short  tons,  a  cut  of  almost  one-third.  We 
fought  it  up  to  850,000  short  tons  in  the  Ways  and  Means  Com- 
mittee. In  the  Senate  committee  we  succeeded  in  having  the  figure 
restored  to  its  original  size,  850,000  long  tons. 

It  was  a  bitter  fight  and  a  desperate  one.  For  that  fight  we  had  to 
marshal  all  our  resources,  and  to  lay  hold  of  every  friend  we  had.  We 
were  successful. 

It  wasn't  that  we  were  fighting  for  Philippine  sugar 'interests.  As 
a  matter  of  fact  there  was  very  little  indication  of  interest  on  the  part 
of  the  Philippine  sugar  interests  as  such. 

Our  efforts  on  behalf  of  the  Philippine  sugar  quota  were  motivated 
as  much  by  principle  as  by  concern  over  the  sugar  industry  itself. 
Of  course  we  recognized  that  a  cut  of  252,000  short  tons  or  even  102,000 
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short  tons,  as  finally  proposed,  would  mean  that  much  less  expectable 
cash  income  for  the  Philippine  and  for  the  Philippine  Government. 

But  even  more  important  was  ideological  impertinence  of  the  act 
of  cutting  the  Philippine  quota.  The  reduction  from  850,000  long 
tons  to  850,000  short  tons  had  no  rhyme  or  reason.  It  could  not  be 
justified  mathematically  or  historically.  It  was  an  example  of  short- 
tonning  and  short-changing.  We  were  violently  opposed  to  that  in 
all  justice  and  in  all  fairness.  The  sense  of  justice  of  the  United 
States  Congress  never  worked  more  unerringly.  The  cut  was  re- 
stored in  full.  But  it  took  time,  effort,  and  patience  to  see  justice 
done. 

Some  here  take  the  major  provisions  of  the  Bell  bill  for  granted 
and  look  askance  at  what  appears  to  be  an  inequity.  I  am  referring 
now,  of  course,  to  the  so-called  equal-rights  provision.  I  will  come  to 
that  in  a  moment. 

But  first  let  us  look  at  the  rest  of  the  bill.  I  have  already  described 
the  enormity  of  the  grant,  in  the  American  mind,  of  free  trade  and 
special  trade  preferences.  There  is  another  provision  of  that  bill 
which  is  equally  important  in  principle  and  which  took  just  as  hard 
a  fight  to  maintain  and  protect. 

The  Trade  Act  provides  that  when  American  duties  begin  to  be 
assessed  against  Philippine  products,  namely  in  1954,  that  duty  will 
be  based  not  on  the  basis  of  the  general  tariff  rate  charged  by  the 
United  States,  but  on  the  lowest  duty  charged  any  nation,  which 
means  Cuba.  There  are  some  commodities,  notably  manganese, 
which  Cuba  is  permitted  to  ship  into  the  United  States  duty-free, 
while  other  countries  are  assessed  a  duty  of  41  percent  ad  valorem. 
For  28  years  the  Philippines  will  have  a  duty-free  market  for  manga- 
nese in  the  United  States.  The  Philippine  tariff  rate  on  sugar,  when 
tariff  begins  to  apply  in  1954,  will  be  based  on  a  rate  of  20  percent 
lower  than  the  general  world  rate.  Until  1974  the  Philippines  will 
have  a  tariff  preference  in  the  American  market  over  every  country 
in  the  world,  including  Cuba. 

And  more  important  than  that  is  the  principle  of  the  thing.  We 
have  established  in  law  the  principle  that  the  Philippines,  for  28  years 
at  least,  is  entitled  to  at  least  as  low  a  duty  as  Cuba.  What  will 
happen  after  1974,  of  course,  is  in  the  lap  of  Congress. 

From  this  day  on,  the  United  States,  in  every  commercial  treaty 
signed  with  a  foreign  nation,  will  be  required  to  insert  the  provision, 
''most-favored- nation  treatment  except  for  products  from  the  Philip- 
pines." The  Philippines,  of  course,  will  face  the  same  necessity  in 
its  treaties,  and  will  be  required  to  insert  the  provision  "except  for 
products  from  the  United  States."  But  American  products  entering 
the  Philippines,  beginning  in  1954,  will  pay  a  percentage  of  your 
general  world  tariff  rate.  Products  from  the  United  States  will  have 
no  preference  comparable  to  the  preference  Philippine  products  will 
enjoy  in  the  United  States  based  on  our  special  preferential  relations 
with  Cuba. 

The  winning  of  this  point,  this  equality  with  Cuba,  was  the  result 
of  another  of  the  series  of  violent  contests  which  took  place  during 
the  consideration  of  the  Bell  bill. 

I  have  heard  the  argument  made  that  Philippine  infant  industries 
will  have  no  chance  to  develop,  what  with  American  products  enjoying 
a  preference  in  the  Philippine  market.     Of  course,  this  is  economic 
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nonsense.  For  the  next  few  years,  the  absence  of  tariff  duties  on 
American  products  will  be  of  the  greatest  advantage  to  Philippine 
consumers  and  will  be  reflected  in  lower  prices.  A  tariff  in  a  non- 
competitive market  is  a  tax  on  the  consumer  ai.d  not  on  the  producer. 
There  will  always  be  competition  between  similar  American  products 
entering  the  Philippine  market,  the  surest  guaranty  of  minimum 
prices. 

Today  there  is  a  world-wide  clamor  for  American  products.  Not 
for  some  years  to  come  will  most  American  products  be  in  competition 
with  similar  products  from  foreign  countries.  Your  own  economy  will 
be  for  some  years  completely  incapable  of  supplying  the  type  of  goods 
which  comes  here  from  America.  By  the  time  Philippine  industries 
are  capable  of  turning  out  light  local  consumption  goods  they  should 
be  able  to  compete  with  similar  American  products  which  must  come 
across  10,000  miles  of  water  to  be  sold  here.  And  by  1974  American 
goods  will  be  paying  your  full  world  duty. 

I  hope  and  expect  that  you  will  begin  to  plan  for  the  production 
of  goods  competitive  with  some  of  our  exports  here.  America  would 
much  rather  see  you  develop  industrially  than  to  see  our  exporters 
fill  all  your  needs.  There  will  always  be  a  market  in  the  Philippines 
for  products  of  our  heavy  industries — automobiles,  typewriters, 
commercial  steel.  It  is  to  the  advantage  of  the  Philippines  to  buy 
these  products  from  the  United  States.  That  type  of  product  will 
be  the  bulk  of  the  permanent  and  mutually  beneficial  trade  that  I  hope 
to  see  develop  between  an  independent  Philippines  and  the  United- 
States.  But  to  encourage  that  trade  you  must  build  up  your  own 
economy,  you  must  raise  the  economic  status  of  your  consuming 
millions.  You  must  create  a  great  property-owning,  home-owning 
middle  class.     You  must  encourage  and  develop  small  business. 

That  is  the  kind  of  busin,ess  which  I  hope  to  see  develop  under  the 
protection  of  the  now  famous  equal-rights  provision  of  the  Trade  Act. 
Economic  monopoly,  big  business,  needs  no  encouragement  to  invest 
in  the  Philippines.  Big  business  has  competent  legal  staffs  and  legal 
craft  to  get  along  under  the  laws  of  any  country,  whether  it  be  Hitlerite 
Germany  or  nationalistic  Argentina.  It  is  our  small  businessmen,  our 
engineers,  our  consultants,  our  oil  drillers,  our  sponge-iron  manufac- 
turers, our  expert  woodworkers  whom  you  need  here  to  develop  this 
untapped  land.  They  are  the  ones  to  be  invited  here  to  help  turn 
this  potentially  rich  land,  now  prostrate  from  war  but  never  really 
developed,  into  a  land  flowing  with  wealth,  with  wealth  which  flov/s 
down  to  the  producers  and  workers.  And  they  are  the  ones  for  whom 
the  equal-rights  provision  was  inserted  into  the  Bell  bill.  It  is  an 
invitation  to  them,  an  assurance  for  them,  a  protection  against  fear 
and  uncertainty. 

If  the  method  of  granting  this  assurance  and  this  protection  is 
impolitic  and  lacking  in  finesse,  it  is  so  only  because  the  question  has 
been  raised.  No  one  thought,  when  this  same  provision  was  discussed 
with  your  leaders  and  ours  in  Washington  in  the  summer  of  1945, 
that  it  would  be  objected  to.  It  seemed  a  logical  short  cut  to  achieve 
a  necessary  goal.  Once  it  was  in  the  biU,  it  could  not  come  out. 
To  have  forced  it  out,  on  grounds  of  objections  from  the  Philippines, 
would  have  been  to  serve  notice  on  these  small  businessmen  that  they 
were  going  to  be  discriminated  against,  that  they  were  not  welcome 
here  to  help  develop  this  land  of  yours. 
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I  give  you  my  word  that  the  United  States  has  no  intention  of 
supporting  any  move  to  take  the  Phihppines  away  from  the  Fihpinos. 
Should  Americans  who  come  here  violate  the  hospitality  of  the  land 
where  they  will  be  guests,  the  land  in  whose  future  we  put  so  much 
store  and  to  whose  welfare  we  are  so  deeply  committed,  the  United 
States  will,  at  the  request  of  the  Philippines,  take  whatever  corrective 
measures  are  necessary  to  eliminate  abuses. 

By  example,  Filipinos  will  be  encouraged  to  develop  small  busi- 
ness and  industrial  enterprises.  Through  savings  and  industrializa- 
tion, your  people  will  have  their  chance  to  receive,  to  own,  and 
to  possess  some  of  the  benefits  of  modern  civilization.  Through 
taxes  on  these  business  enterprises,  your  Government  will  have  the 
revenues  to  lead  and  to  encourage  the  people  in  the  direction  of  ever 
greater  prosperity,  of  health,  of  literacy,  and  of  happiness. 

The  Trade  Act  and  the  War  Damage  Act  are  not  represented  here 
as  cure-alls  for  your  economic  ills.  They  are  merely  tools  which  are 
offered  you.  In  the  last  analysis  your  salvation  is  in  your  own  hands 
beginning  July  4.  You  should  use  the  tools  which  we  have  provided, 
and  you  should  plan  and  design  a  national  economy  in  which  the  old 
prewar  economy  will  be  but  a  part.     I  earnestly  hope  that  it  will  be  so. 

I  have  no  financial  interest  in  the  future  of  the  Philippines.  I 
have  a  deep  and  heartfelt  personal  interest  in  the  development  and 
growth  of  this  nation  as  a  democracy.  If  it  succeeds,  my  work  here 
will  have  been  worth  whUe.     If  it  fails,  I  wUl  have  striven  in  vain. 

In  this,  my  second  tour  of  duty  here,  I  have  done  my  best,  to  the 
extent  of  my  available  powers,  to  speed  this  nation  and  its  people 
on  their  way  to  .independence.  When  I  stand  beside  Manuel  Roxag 
on  July  4  and  assist  in  handing  over  to  him  the  complete  investiture 
of  sovereignty,  I  will  say  to  him  and  to  you,  ''God  speed  you  on  your 
way.  Today  you  are  a  nation.  We  wish  you  greatness,  but  most  of 
all  we  wish  your  people  freedom  and  well-being.  We  wdl  do  our 
part." 

ITEM  NO.  6 

[Joint  Press  Release  on  Property  Bill] 

Office  of  United  States  High  Commissioner 

Office  of  the  President  of  the  Philippines 

June  14,  1946. 

Manila,  P.  I. — High  Commissioner  Paul  V.  McNutt  and  Philippine 
President  Manuel  Roxas  today  issued  jointly  and  simultaneously  a 
statement  announcing  agreement  on  the  terms  of  a  new  Philippine 
property  bill  of  1946,  which  will  shortly  be  introduced  into  the  House 
and  Senate  of  the  United  States  Congress  by  Senator  Millard  Tydings 
and  Representative  Jasper  Bell,  respectively,  with  the  support  of 
President  Truman. 

The  new  measure,  a  draft  of  which  was  made  public  simultaneous 
with  the  announcement  of  the  McNutt-Roxas  agreement,  is  a  substi- 
tute for  the  Tydings-Bell  property  bill  submitted  as  an  amendment  to 
the  Tydings-McDuffie  Act;  unlike  the  previous  measure,  the  new  bill 
does  not  amend  the  Independence  Act. 

Chief  feature  of  the  new  measure  on  which  "full  and  complete 
agreement"  was  announced  is  provision  for  the  transfer  to  the  Philip- 
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pine  Government  of  title  to  former  enemy  lands  and  property  now 
held  by  the  Alien  Property  Custodian. 

This  new  measure,  which  was  worked  out  by  prolonged  consulta- 
tion between  American  and  Philippine  officials,  contains  the  following 
major  provisions: 

1.  The  Alien  Property  Custodian  is  directed  to  turn  over  all 
Philippine  agricultural  lands  and  properties  now  held  by  the  Alien 
Property  Custodian,  including  the  Davao  lands,  to  the  Philippine 
Government,  subject  to  legal  claims  against  these  properties. 

2.  The  President  of  the  United  States  is  authorized  to  turn  over 
these  former  enemy  properties  to  the  Philippine  Government  im- 
mediately, without  waiting  for  the  settlement  of  claims,  upon  in- 
demnification by  the  Philippine  Government  acceptable  to  the  United 
States  to  satisfy  the  claims. 

3.  The  Alien  Property  Custodian  is  also  authorized  to  turn  over 
nonagricultural  properties  held  by  the  Alien  Property  Custodian, 
upon  certification  that  these  properties  are  urgently  needed  by  the 
Philippine  Government.  Such  properties  might  include  the  former 
Japanese  schoolhouse  on  Lepanto  Street  where  the  legislature  is  now 
meeting. 

4.  After  all  claims  have  been  settled  against  all  other  former  enemy 
properties  which  have  not  otherwise  been  transferred  to  the  Philippine 
Government,  the  President  of  the  United  States  is  directed  to  transfer 
all  such  other  enemy  properties  or  the  proceeds  thereof  without 
further  compensation,  to  the  Philippine  Government. 

5.  The  Alien  Property  Custodian  is  authorized  to  continue  opera- 
tions in  the  Philippines  after  independence  to  negotiate  and  settle 
the  claims  against  the  former  enemy  properties  in  accordance  with 
the  Trading  With  the  Enemy  Act  of  the  United  States. 

6.  The  President  of  the  United  States  is  authorized  to  dispose  of  all 
other  properties  held  by  the  United  States  Government  in  the  Philip- 
pines, other  than  diplomatic  and  consular  establishments  and  others 
covered  in  the  Tydings-McDuffie  Act,  to  the  Philippine  Government 
as  soon  as  the  need  for  such  properties  is  ended. 

7.  The  agencies  of  the  United  States  Government  are  granted  the 
right  to  retain  title  to  properties  presently  owned,  and  to  acquire  new 
properties  for  the  discharge  of  Federal  functions  in  the  Philip- 
pines *  *  *  with  the  exception  of  enemy  properties  which  are 
otherwise  provided  for. 

High  Commissioner  McNutt  and  President  Roxas  made  public  at 
the  same  time  an  exchange  of  correspondence  expressing  "satisfaction" 
and  ''gratification"  at  the  successful  conclusion  of  the  long-drawn-out 
negotiations  leading  to  the  drafting  of  the  new  measure.  President 
Roxas  pledged  his  support  of  the  new  bill  which,  he  disclosed,  he  had 
discussed  with  leaders  of  "all  shades  and  political  opinions"  and 
which  he  found  to  be  generally  accepted. 

The  joint  statement  follows: 

We  are  pleased  to  be  able  to  announce  that  full  and  complete  agreement  has 
been  reached  on  the  terms  of  a  new  property  bill  which  adequately  provides  for 
the  interests  of  the  Philippines,  reassures  the  Philippines  as  to  the  intentions  of 
the  United  States  Government,  and  provides  the  facilities  for  the  orderly  conduct 
of  United  States  rehabiUtation  operations  in  the  islands  after  independence. 

We  believe  that  the  new  property  bill  will  be  acceptable  to  everybody  in  the 
Philippines;  the  United  States  Government  agencies  involved  have  shown  their 
willingness  to  have  defined  in  legislation  the  purpose  of  the  United  States  Govern- 
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merit  to  turn  all  properties,  other  than  those  required  for  diplomatic  and  consular 
operations,  over  to  the  Philippine  Government  when  the  essential  functions  of 
the  properties  in  question  have  been  terminated. 

The  question  of  the  former  enemy  properties,  including  agricultural  lands,  was 
legally  and  technically  complex,  involving  possible  legal  claims  against  these 
properties.  The  Alien  Property  Custodian  is  charged  by  law  to  act  as  custodian 
of  title  pending  the  settlement  of  these  claims  and  pending  the  final  disposition 
of  these  properties  in  Hne  with  international  obligations  and  agreements. 

However,  we  have  successfully  devised  a  formula  whereby  the  Philippine  Gov- 
ernment will  be  able  to  acquire  title  to  agricultural  lands  and  properties  immedi- 
ately after  the  passage  of  this  legislation  and  to  develop  them  in  the  best  interests 
of  the  Philippine  people,  which  is  also  the  interest  of  the  United  States. 

The  properties  so  referred  to  include  title  to  shares  in  former  Japanese  corpora- 
tions such  as  Furukawa  and  Ohta,  which  owned  some  land's  in  fee  simple  and 
controlled  others  by  lease.  All  the  shares  in  such  corporations  and  the  titles  to 
lands  held  by  them  will  be  disposed  of  by  the  Alien  Property  Custodian  to  the 
Philippine  Government  for  a  nominal  consideration,  subject  to  the  claims  afore- 
mentioned. 

Some  other  former  enemy  properties  will  be  made  available  to  the  Philippine 
Government  pending  the  settlement  of  claims,  on  a  show  of  urgent  need  by  the 
Philippine  Government  for  those  properties. 

We  are  happy  to  announce  the  satisfactory  solution  of  this  question,  which  was 
resolved  in  harmony  and  with  cooperative  intent  by  the  process  of  liberation  and 
consultation.     The  agreement  arrived  at  is  truly  a  collaborative  one. 

It  is  anticipated  that  the  United  States  Congress  will  act  upon  this  measure 
without  further  delay.  It  will  have  the  undivided  support  of  the  United  States 
administration  and  of  the  Philippine  Government.  Both  Senator  Tydings  and 
Representative  Bell  have  promised  to  speed  action  on  this  measure  which,  due  to 
the  lateness  of  time,  is  of  urgent  necessity  to  facilitate  the  process  of  rehabilitation. 

ITEM  NO.  7 

Letter    of   the    High    Commissioner    to   President   Roxas    on 

Property  Bill 

THE   united   states   HIGH   COMMISSIONER  TO   THE   PHILIPPINE   ISLANDS 

June  14,  1946. 

My  Dear  Mr.  President:  Following  our  series  of  conferences  on 
tlie  so-caUed  Property  Act,  and  after  studying  the  suggestions  and 
proposals  made  by  you  and  your  advisers,  I  have  successfully  urged 
upon  the  appropriate  officials  of  the  United  States  Government  the 
agreement  at  which  you  and  I  arrived. 

The  Alien  Property  Custodian  has  given  to  our  proposal  his  full 
support.  I  have  been,  as  you  know,  in  constant  touch  with  him  and 
he  has  contributed  in  no  small  measure  to  the  solution  of  the  problems. 

As  you  will  see  by  the  enclosed  correspondence,  we  have  solicited 
the  support  of  Senator  Tydings  and  Judge  Bell  for  our  joint  proposal 
and  they  have  agreed  to  sponsor  measures  in  the  Senate  and  House, 
respectively,  encompassing  the  formula  we  have  worked  out.  I  have 
advised  them  of  your  assurance  of  full  support  for  the  new  measure 
which,  to  my  mind,  carries  out  the  essential  purposes  and  obligations 
of  the  United  States  and  at  the  same  time  provides  adequately  for 
the  interests  of  the  Philippine  people  and  nation.  I  believe  this 
proposition  will  meet  every  objection  which  has  been  raised  and  will 
grant  reassurance  to  those  who  held  unfounded  fears  concerning  the 
intentions  of  the  United  States  Government  in  this  matter. 

I  am  hopeful  that  by  this  means  the  general  welfare  of  the  Philip- 
pines will  be  advanced  and,  more  specifically,  that  the  former  enemy 
lands  will  be  properly  vested  in  the  Philippine  Nation,  after  claims 
are  satisfied,  and  will  be  developed  for  the  general  benefit  of  the 
Philippine  national  economy. 
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I  am  happy  that  agreement  on  this  matter  has  been  so  successfully 
achieved  by  the  methods  of  discussion  and  consultation.  This  has 
resulted,  I  think,  in  an  excellent  formula  for  facilitating  the  opera- 
tions of  United  States  Government  agencies  in  the  Philippines  after 
independence  in  assisting  in  the  rehabilitation  of  this  nation. 
With  every  good  wish,  I  beg  to  remain 
Very  sincerely  yours, 

/s/  Paul  V.  McNutt, 
Paul  V.  McNutt, 
United  States  High  Commissioner. 

ITEM  NO.  8 

Letter  of  President  Roxas  to  High  Commissioner  McNutt  on 

Property  Bill 

office  of  the  president,  malacanan  palace 

June  14,  1946. 
[For  immediate  release] 

My  Dear  Mr.  High  Commissioner: 

In  reply  to  your  informative  and  gratifying  letter  of  June  14,  I 
wish  to  affirm  my  complete  satisfaction  with  the  agreement  and  the 
proposals  which  we  have  worked  out  on  the  matter  referred  to  in 
your  letter. 

The  Secretary  of  Justice  and  other  legal  advisers  had  submitted 
as  their  formal  opinion,  which  I  had  conveyed  to  you  verbally,  that 
there  was  no  need  to  amend  the  Tydings-McDuffie  Act  to  achieve 
the  objectives  upon  which  we  had  determined.  We  are  convinced 
beyond  doubt  that  section  10  of  the  Tydings-McDuffie  Act  deals 
only  with  the  transfer  of  sovereignty  over  Philippine  territory  and 
does  not  refer  to  property  rights,  real  or  personal,  which  are  dealt 
with  in  section  2  of  the  Independence  Act. 

I  consider  that  the  proposal  we  have  worked  out  is  rather  a  settle- 
ment of  simple  property  rights,  a  settlement  clearly  called  for  and 
authorized  under  the  terms  of  the  Independence  Act  referred  to 
above. 

I  am  ready  now  to  join  you  in  supporting  the  measure  we  have 
agreed  upon  as  a  substitute  tor  the  property  bill  to  facilitate  the 
operations  of  United  States  Government  agencies  in  the  Philippines 
after  independence.  Under  the  terms  of  our  agreement  I  feel  that  aU 
our  essential  interests,  both  those  of  your  Government  and  of  the 
people  of  the  Philippines,  are  fully  protected.  I  believe  public  opinion 
here  will  welcome  this  constructive  solution  to  the  questions  which 
had  arisen.  I  have  had  occasion  to  consult  leaders  of  both  political 
parties  in  the  Philippines  and  they,  too,  are  pleased  with  the  agree- 
ment which  has  been  worked  out. 

This  settlement  follows  the  public  announcement  we  made  jointly 
some  days  ago  that  agreernent  was  near. 

I  wish  to  express  to  you  my  deep  appreciattion  of  your  wise  under- 
standing in  this  matter  and  your  complete  willingness  to  safeguard 
the  interests  of  the  Filipino  people.     I  shall  announce  today  to  the 
Philippines  the  conclusions  of  this  agreement. 
Cordially  yours, 

(s)     Manuel  Roxas 
Manuel  Roxas. 
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ITEM  NO.  9 

High  Commissioner's  Press  Release  on  Political  Situation 

April  20,  1946. 
Reports  have  circulated  intensively  that  High  Commissioner  Mc- 
Nutt  favors  the  candidacy  of  Senator  Roxas  over  that  of  President 
Osmeha.  I  assume  that  this  report  is  based  on  the  hands-ofi  state- 
ment by  the  High  Commissioner  and  the  Commissioner's  declaration 
that  the  outcome  of  the  election  will  not  affect  the  will  of  the  American 
people  to  grant  aid  to  the  Philippines.  I  wish  categorically  to  deny 
that  the  High  Commissioner  has  intended  in  any  way  to  influence 
the  outcome  of  the  election  or  has  favored  any  candidate  over  another. 
He  has  merely  sought  to  keep  the  record  straight  on  the  matter  of 
the  determination  of  the  United  States  to  help  the  Philippine  people. 
He  considers  the  freedom  of  choice  of  the  Filipino  people  to  be  an 
unconditional  one.  The  FUipino  people  themselves  might  decide 
which  candidate  could  be  more  effective  in  obtaining  aid  from  the 
United  States  if  that  is  to  be  a  criterion.  Mr.  McNutt's  only  point 
was  that  the  disposition  of  the  United  States  to  gi'ant  aid  will  not  be 
affected  by  the  outcome  of  the  election.  Mr.  McNutt  has  no  candi- 
date in  this  election.  The  United  States  has  no  candidate  in  this 
election.  Any  inference  that  the  High  Commissioner  is  seeking  to 
advance  the  candidacy  of  Senator  Roxas  is  without  foundation. 

ITEM  NO.  10 

High  Commissioner's  Announcement   of  Letter  to  President 
OsMENA  ON  Alleged  Terrorism  in  Central  Luzon 

office  of  the  united  states  high  commissioner  to  the 

philippines 

April  12,  1946. 
Manila,  P.  I. — United  States  High  Commissioner  Paul  V.  McNutt 
today  released  the  text  of  his  radio  letter  of  AprU  11,  1946,  to  President 
Osmena,  relating  to  a  message  from  Senate  President  Roxas. 

My  Dear  Mr.  President:  Senator  Roxas  in  capacity  as  candidate  for  Presi- 
dency has  transmitted  to  me  lengthy  commercial  radio  message  describing  what 
he  calls  "terroristic  practices  in  provinces  of  Nueva  Ecija,  Tarlac,  Pampagna,  and 
some  municipalities  Biilacan  carried  on  by  armed  bands"  by  virtue  of  which  ac- 
cording to  Roxas  "any  election  held  in  these  provinces  and  municipalities  will  not 
reflect  free  will  of  their  inhabitants."  Senator  Roxas  asserts  murderings,  killings, 
coercion,  and  kidnaping  prevalent  and  states  registration  lists  have  been  padded 
while  legitimate  inhabitants  prevented  from  registering.  He  alleges  election 
inspectors  are  resigning  because  of  reign  of  terror  and  one  candidate  his  party 
recently  murdered.  He  says  administration  is  showing  "indifferent  attitude" 
toward  punishment  of  perpetrators  these  practices. 

I  do  not  know  of  my  own  knowledge  truth  or  falsity  of  Senator  Roxas'  repre- 
sentations nor  whether  such  acts  which  are  being  reported  in  Manila  press  are 
politically  connected.  Senator  Roxas  has  appealed  to  me  to  "take  such  steps  as 
you  deem  necessary."  After  some  consideration  I  have  determined  that  only 
proper  course  is  to  bring  these  allegations  to  your  attention  and  suggest  you 
investigate  them  if  there  is  any  question  of  their  validity.  I  cannot  refrain  from 
advising  you  and  all  people  of  the  Philippines  and  their  political  leaders  my  view 
that  elections  held  under  auspices  of  partisan  arms  and  terror  cannot  be  considered 
free  elections  and  are  inconsistent  with  principles  and  practices  of  free  democracy. 
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I  appeal  to  all  groups  to  keep  in  mind  sanctity  of  democratic  traditions  for  which 
so  many  Filipino  heroes  died  during  recent  years.  Provocation  and  violence  are 
tragic  ingredients  in  an  election  which  is  being  held  under  eyes  of  world.  Preser- 
vation of  law  and  order  is  proud  prerogative  of  local  government.  I  am  sure  that 
you  would  not  willingly  permit  law  of  land  to  be  openly  flouted  in  open  disregard 
of  basic  principle  of  free  unfettered  elections.  I  am  sure  all  parties  and  groups 
can  trust  to  good  sense  of  Filipino  people  in  choosing  their  leaders  for  next  4 
historic  years.  Let  arms  be  laid  aside  and  let  free  discussion  and  debate  prevail. 
I  am  sure  you  will  join  with  me  in  this  appeal.  I  will  be  pleased  to  associate  my 
good  offices  with  you  in  any  measures  you  deem  proper  to  insure  this  objective. 
I  will  be  pleased  to  hear  any  comments  you  have  to  make  on  this  situation. 

ITEM  NO.  11 

Address  of  Paul  V.  McNutt,  United  States  High  Commissioner 
TO  THE  Philippine  Islands,  Manila  Rotary  Club,  January 
10,  1946 

This  is  not  the  first  time  I  have  spoken  to  the  Manila  Rotary  Club. 
Seven  years  ago — it  seems  much  longer  than  that- — I  was  a  guest  at 
one  of  your  luncheons  and  had  the  happy  privilege  of  making  a  few 
remarks  on  Philippine  problems.  I  see  some  of  the  same  faces  I  saw 
then.  Some  familiar  faces  are  missing.  Some  of  my  friends  who 
were  here  7  years  ago  are  scattered  in  far  places.  Some  we  mourn. 
Only  yesterday  many  of  us  said  our  last  farewells  to  Sam  Gaches  who, 
in  his  tireless  efforts  for  the  welfare  of  these  islands,  exemplified  the 
finest  spirit  of  this  organization.  I  miss  Sam  Gaches  today.  We  all 
miss  him.  But  Sam  Gaches,  and  all  the  other  Sam  Gaches  who  are 
gone,  would  want  us  to  keep  on  with  the  job  we  have  in  the  Philippines 
and  press  forward  to  the  completion  of  the  many  difficult  tasks  which 
face  us  today. 

This  is  not  a  very  cheerful  introduction  to  my  remarks  today.  People 
who  speak  at  Rotary  Club  meetings  are  supposed,  by  a  rather  spurious 
tradition,  to  say  nothing  significant,  but  to  say  it  cheerfully.  I  hope 
I  will  not  follow  in  that  tradition. 

Since  my  last  talk  with  you,  the  world  has  exploded.  Millions  of 
human  beings  have  died  in  that  explosion.  A  great  test  of  human 
values  has  occurred.  The  values  that  we  here  represent  have  emerged 
victorious  over  the  values  of  savagery,  brutality,  and  racialism.  We 
are  the  victors,  we  have  inherited  the  earth  and  the  responsibility 
of  leading  the  people  of  the  earth  back  to  sanity,  well-being,  and 
dignity.  When  I  say  "we,"  I  mean,  of  course,  all  those  peoples  who 
joined  in  the  struggle  against  the  Axis  aggressors.  The  Filipino  people 
are  high  on  the  list  of  those  responsible  for  the  victory. 

But  there  is  left  the  problem  of  binding  up  the  wounds  of  war,  and 
of  insuring  to  those  who  stood  the  test  of  struggle,  and  to  their  widows 
and  orphans,  the  economic  benefits  of  the  peace  they  so  heroically 
strove  to  gain.  Nowhere  do  we  see  that  more  graphically  than  in  the 
Philippines.  Here  is  a  country  over  which  the  victor  and  the  van- 
quished fiercely  contested.  Here  is  a  people  who  did  not  invite  war, 
but  who  became  involved  in  it  by  the  very  nature  of  modern  war, 
which  knows  no  national  boundaries.  We  believed,  7  years  ago,  that 
these  Filipino  people  were  our  friends.  We  did  not  know  what  good 
friends  they  were,  how  truly  they  had  learned  the  lessons  of  democracy 
we  had  taught  them,  how  much  they  cherished  the  precious  principles 
of  freedom  and  human  dignity  we  had  passed  on  to  them.  Today 
we  know. 
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This  land  was  occupied  by  a  brutal  and  unprincipled  enemy.  The 
Japanese  at  fii^st  tried  to  win  over  the  Filipinos  to  the  Japanese  view- 
point. They  failed.  The  Japanese  could  not  use  the  Filipino 
vocabulary,  however  much  they  tried  to  learn  and  to  teach  Nippongo, 
the  Tagalog  word  for  Japanese.  The  Japanese  did  not  succeed 
because  the  Filipino  vocabulary  was  made  up  not  of  words,  but  of . 
ideas.  Democratic  ideas.  They  could  not  be  translated  into  Nip- 
pongo. 

And  so  this  land  and  its  people  were  brutalized — japanized,  they 
called  it.  They  even  tried  to  japanize  Rizal — Rizal,  the  teacher,  the 
democrat,  the  patriot  Filipino. 

They  japanized  the  Philippine  economy,  which  is  another  way  of 
saying  they  destroyed  it.  Robbing,  killing,  torturing,  and  demoral- 
izing the  people  was  not  enough.  The  Japanese  thought  that  by 
uprooting  the  agrarian  economy  of  these  islands  they  could  uproot 
the  simple  faith  of  the  people  in  democracy  and  dignity.  I  needn't 
tell  you  how  dismal  their  failure  was.  Their  only  success  was  in 
destruction  of  things,  not  of  ideas. 

Today  we  are  trying  to  repair  the  damage  done  to  things.  This 
very  building  in  which  we  are  gathered  is  witness  to  this  effort.  Men 
with  hammers  and  saws  are  patching,  repairing,  and  bolstering  up. 
But  the  Philippines  as  a  nation  needs  much  more  than  that.  It  needs 
rehabilitation.     It  needs  reconstruction,  not  just  patching  up. 

In  the  first  9  months  of  1941  these  islands  shipped  to  the  American 
market  227,000,000  pesos'  worth  of  products,  about  two-thii'ds  agri- 
cultural and  one-third  mine  and  forest  products.  You  know  those 
products  too  well  to  require  a  listing.  By  reason  of  those  exports  the 
Philippines  had  a  favorable  visible  trade  balance  with  the  United  States 
of  approximately  45,000,000  pesos — a  favorable  balance  that  permit- 
ted the  islands  to  buy  products  from  other  countries  in  excess  of  the 
amount  of  goods  shipped  to  other  countries.  Indeed,  ever  since  1921 
the  Philippines  have  had  a  favorable  visible  trade  balance  with  the 
United  States  and  an  unfavorable  trade  balance  with  the  rest  of  the 
world.  That  was  the  formula  for  the  Philippine  position  in  the  world 
economy.  The  Philippines  bought  less  than  she  sold  in  the  United 
States  and  sold  less  than  she  bought  in  other  markets.  That  situation 
was  made  possible  by  free  trade  with  the  United  States. 

Japan  wrecked  the  Philippine  export  economy.  Sugar,  of  which 
approximately  1,000,000  short  tons  were  shipped  annually  to  the 
United  States,  has  now  actually  to  be  imported  here.  It  will  be  3 
years  at  best  before  the  Philippines  can  ship  sugar  again.  It  will  be 
almost  that  long  before  coconut  oil  and  copra  can  be  exported  in 
prewar  amounts.  The  same  is  true  of  abaca  and  hemp,  of  buttons 
and  embroideries,  of  cigars  and  tobacco.  That  is  what  Japan  did  to 
the  economy  of  these  islands. 

The  United  States  is  now  trying  to  create  conditions  favorable  to 
the  restoration  of  Philippine  economy  to  its  1941  status.  The  Bell 
bill,  providing  8  years  of  free  trade  after  1946,  and  25  years  of  gradu- 
ated tariffs  alter  that,  is  a  step  in  that  direction.  But  this  is  not  1941. 
This  is  1946.  We  face  the  problem  of  transition  not  only  from 
devastation  to  recovery,  but  from  Commonwealth  status  to  inde- 
pendence. And  let  me  say  here  and  now  that  as  far  as  the  United 
States  is  concerned,  that  transition  will  take  place.  All  my  efforts 
are  being  directed  to  make  that  transition  a  successful  one.  There 
are  no  ifs  or  buts  to  that  statement. 
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The  days,  weeks,  and  months  between  now  and  July  4  may  be  and 
should  be  the  most  momentous  in  the  history  of  the  Filipino  people. 
Rehabilitation  takes  on  deeper  meaning  in  the  context  of  approach- 
ing independence.  The  Filipino  people  must  be  ready  to  assume  the 
obligations  of  nationliood.  The  United  States,  for  its  part,  is  going 
all  the  way,  in  the  period  between  now  and  July  4,  and  in  the  years 
immediately  after,  to  help  the  Philippines  become  a  successful  and 
free  Republic.  That  is  an  obligation  we  will  not  escape.  But  that 
assistance  is  based,  and  will  be  based,  on  the  willingness  of  the  Filipino 
people  and  their  leaders  to  build  here  a  citadel  of  true  democracy,  a 
land  for  free  people  who  will  continue  to  show  in  peace  that  same 
heroic  devotion  to  the  principles  of  freedom,  liberty,  and  tolerance 
that  was  shown  here  in  war. 

On  the  economic  front,  there  are  two  paths  to  be  followed.  One 
is  the  restoration  of  the  economy  which  was  crushed  by  war,  the 
agrarian  export  economy.  The  two  basic  measures  the  United  States 
Congress  is  considering  now,  the  Bell  rehabilitation  bill  and  the  Ty- 
dings  war  damage  bill,  are  designed  to  make  possible  a  restoration  of 
the  prewar  econom}^.  But  there  is  another  direction  in  which  we 
must  move,  a  direction  less  clearly  charted  but  equally  important. 
That  direction  is  the  diversification  of  the  Philippine  economy  so 
that  the  benefits  of  rehabilitation  and  reconstruction  will  flow  down 
to  all  the  people,  in  equal  measure.  That  is  a  direction  away  from 
feudalism  toward  twentieth  century  democracy. 

A  kmd  of  feudalism  has  dominated  the  life  of  the  average  Filipino 
land  worker,  the  tao,  for  centuries.  It  still  exists.  That  feudalism 
must  be  progressively  eradicated.  All  the  elements  of  an  economic 
democracy  exist  in  the  Philippines.  The  land  is  rich  in  resources. 
The  people  are  competent  and  devoted  to  the  principles  of  freedom. 
The  majority  of  the  Filipino  people  are  today  aware  of  the  economic 
maladjustments  which  exist  in  the  world.  They  are  fiercely  anxious  to 
achieve  what  President  Quezon  called  social  justice.  They  desire  to 
achieve  it  in  the  democratic  manner.  They  must  be  given  then* 
chance. 

The  Filipinos  constitute  a  nation  in  geographic  area.  They  occupy 
a  territory  which  is  adequate  to  support  a  prosperous,  modern  econ- 
omy. The  rice-sugar-abaca-copra  economy  of  prewar  days  can  be 
fused  with  a  program  of  industrialization  and  diversification.  Chrome 
ore,  copper  ore,  and  ii'on  ore  were  all  important  Philippine  exports 
before  the  war.  There  are  lead,  asbestos,  zmc,  and  sulfur  deposits 
here.  Although  there  are  no  significant  deposits  of  industrial  coal, 
there  are  streams  and  rivers  capable  of  producing  hydroelectric  power. 

Industrialization,  we  a,ll  laiow,  is  one  sure  road  into  the  twentieth 
century.  Industrialization  and  the  accompanying  growth  of  small 
business  here  can  supplement  the  agricultural  economy.  The  tao, 
with  his  carabao,  perpetually  in  debt  to  the  money  lender  and  the 
landlord,  is  a  poor  customer  for  industrial  goods.  But  a  beginning 
can  be  made  to  make  him  a  better  customer,  a  better  citizen,  and  a 
better  Democrat.  The  Americans,  when  they  came  here  in  1898, 
purified  the  water  at  the  village  well,  eradicated  cholera  and  small- 
pox, provided  schoolhouses  and  teachers.  But  today  the  need  is  for 
more  than  these  public  services.  The  tao  must  be  given  a  share  of 
the  benefits  of  the  twentieth  century — of  cheap  water  power,  of  elec- 
tricity, of  the  untold  possibilities  of  the  atomic  age. 
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I  am  not  suggesting  that  the  PhiHppmes  blmdly  copy  the  economic 
pattern  of  the  United  States.  That  would  be  unreaUstic.  But  the 
native  genius  must  adapt  itself  to  the  modern  age  and  participate  in 
solving  the  problem  that  today  perplexes  the  world,  the  problem  of  a 
fuller  life  for  an  increasingly  greater  number  of  people.  Fear  and 
want  must  be  banished.  Here  it  will  take  time  and  careful  planning. 
But  it  must  be  achieved.  The  businessmen  of  the  Philippines  must 
accept  their  obligation  to  help  plan  and  achieve  this  transition.  In 
the  long  run,  it  will  be  good  business. 

All  of  us  who  call  ourselves  friends  of  the  Filipino  people  are  today 
looking  ahead  to  a  Philippine  future  that  will  benefit  all  the  Philippine 
people,  the  plain  simple  people  of  field  and  farm,  as  well  as  of  the 
cities. 

And  it  is  precisely  at  this  focus  that  the  rest  of  the  world — ^including 
the  vast  world  of  the  Orient — is  watching  the  Philippines.  China 
and  Japan,  Indochina.  Korea,  India  are  watching  us.  In  all  these 
nations  the  Filipino  tao  has  his  multi-million ed  counterpart.  The 
problem  of  the  tao  of  the  Far  East  is  one  of  the  world's  great  problems. 
If  we  succeed  in  the  Philippines  in  ameliorating  the  condition  of  the 
tao,  we  will  have  set  an  example  of  democracy -in-action  and  not 
democracy -in -theory  that  will  echo  throughout  the  colonial  world. 
We  will  have  truly  made  the  Philippines  the  advance  guard  of  a  living 
democracy  in  this  atomic  age,  the  first  colonial  nation  to  make  the 
transition  from  economic  feudalism  to  economic  democracy. 

The  United  States  stands  ready  to  do  its  part  with  assistance  and 
counsel.  But  it  is  primarily  the  obligation  of  the  men  and  women 
who  are  leaders  here- -leaders  in  business,  education,  and  politics — ■ 
to  chart  the  way.  To  fail  will  be  to  betray  a  glorious  past  and  pave 
the  way  for  a  troubled  and  uncertain  future. 

You  cannot  close  your  eyes  to  the  sweep  of  events  throughout  the 
world.  You  are  in  the  twentieth  century.  You  stand  on  the  frontier 
of  western  democracy.  You  here  can  be  the  pioneers  in  the  advance 
toward  the  goals  that  the  world  is  seeking  today. 


ITEM  NO.  12 

Agreement  Between  the  United  States  of  America  ^  and  the 
Republic  of  the  Philippines  Concerning  Trade  and  Related 
Matters  During  a  Transitional  Period  Following  the 
Institution   of  Philippine  Independence 

The  President  of  the  United  States  of  America  and  the  President 
of  the  Philippines,  recalling  the  close  economic  ties  between  the 
people  of  the  United  States  and  the  people  of  the  Philippines  during 
many  years  of  intimate  political  relations,  mindful  of  the  great  phys- 
ical destruction  and  social  disturbances  suffered  by  the  PhiHppmes 
as  a  result  of  their  valiant  support  of  the  cause  of  the  United  Nations 
in  the  war  against  Japan,  and  desiring  to  enter  into  an  agreement 
acceptmg  on  the  part  of  each  country  the  provisions  of  title  II  and 
title  III  (except  pt.  1)  of  the  Philippine  Trade  Act  of  1946  of  the 
United  States  of  America,  have  agreed  to  the  following  articles: 

'  This  version  of  the  Executive  agreement  is  not  the  final  and  official  form.  Errors  in  transmission  which 
developed  in  the  course  of  negotiation  by  radio  between  Washington  and  Manila  were  finally  corrected  by 
a  formal  exchange  of  notes  in  October  1946.    These  corrections  are  not  included  in  the  above  version. 
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ARTICLE   I 

1.  During  the  period  from  the  date  of  the  entry  into  force  of  this 
agreement  to  July  3,  1954,  both  dates  inclusive,  United  States  articles 
as  defined  in  subparagraph  (e)  of  paragraph  1  of  the  protocol  to  this 
agreement  entered,  or  withdrawn  from  warehouse,  in  the  Philippines 
for  consumption,  and  Philippine  articles  as  defined  in  subparagraph 
(J)  of  paragraph  1  of  the  protocol  entered,  or  withdrawn  from  ware- 
house, in  the  United  States  for  consumption,  shall  be  admitted  into 
the  Philippines  and  the  United  States,  respectively,  free  of  ordinary 
customs  duty. 

2.  The  ordinary  customs  duty  to  be  collected  on  United  States 
articles  as  defined  in  subparagraph  (e)  of  paragraph  1  of  the  protocol, 
which  during  the  following  portions  of  the  period  from  July  4,  1954,  to 
July  3,  1974,  both  dates  inclusive,  are  entered,  or  withdrawn  from 
warehouse,  in  the  Philippines  for  consumption,  and  on  Philippine 
articles  as  defined  in  subparagraph  (/)  of  paragraph  1  of  the  protocol, 
other  than  those  specified  in  items  D  to  G,  both  inclusive,  of  the 
schedule  to  article  II,  which  during  such  portions  of  such  period  are 
entered,  or  withdrawn  from  warehouse,  in  the  United  States  for  con- 
sumption, shall  be  determined  by  applying  the  following  percentages 
of  the  Philippine  duty  as  defined  in  subparagraph  (h)  of  paragraph  1 
of  the.  protocol,  and  of  the  United  States  duty  as  defined  in  sub- 
paragraph (g)  of  paragraph  1  of  the  protocol,  respectively: 

(a)  During  the  period  from  July  4,  to  December  31,  1954, 
both  dates  inclusive,  5  percent. 

(b)  During  the  calendar  year  1955,  10  percent. 

(c)  During  each  calendar  year  after  the  calendar  year  1955 
until  and  including  the  calendar  year  1972,  a  percentage  equal  to 
the  percentage  for  the  preceding  calendar  year  increased  by 
5  percent  of  the  Philippine  duty  and  the  United  States  duty, 
respectively,  as  so  defined. 

(d)  During  the  period  from  January  1,  1973,  to  July  3,  1974, 
both  dates  inclusive,  100  percent. 

3.  Customs  duties  on  United  States  articles,  and  on  Philippine 
articles,  other  than  ordinary  customs  duties,  shall  be  determined 
without  regard  to  the  provisions  of  paragraphs  1  and  2  of  this  article, 
but  shall  be  subject  to  the  provisions  of  paragraph  4  of  this  article. 

4.  With  respect  to  United  States  articles  imported  into  the  Philip- 
pines, and  with  respect  to  Philippine  articles  imported  into  the  United 
States,  no  duty  on  or  in  connection  with  importation  shall  be  collected 
or  paid  in  an  amount  in  excess  of  the  duty  imposed  with  respect  to 
like  articles  which  are  the  product  of  any  other  foreign  country,  or 
collected  or  paid  in  any  amount  if  the  duty  is  not  imposed  with  respect 
to  such  like  articles.  As  used  in  this  paragraph  the  term  "duty" 
includes  taxes,  fees,  charges,  or  exactions,  imposed  on  or  in  connection 
with  importation;  but  does  not  include  internal  taxes  or  ordinary 
customs  duties. 

5.  With  respect  to  products  of  the  United  States  which  do  not  come 
within  the  definition  of  United  States  articles,  imported  into  the 
Philippines,  no  duty  on  or  in  connection  with  importation  shall  be 
collected  or  paid  in  an  amount  in  excess  of  the  duty  imposed  with 
respect  to  like  articles  which  are  the  product  of  any  other  foreign 
country,  or  collected  or  paid  in  any  amount  if  the  duty  is  not  imposed 
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with  respect  to  such  hke  articles  which  are  the  product  of  any  other 
foreign  country.  As  used  in  this  paragraph  the  term  "duty"  includes 
taxes,  fees,  charges,  or  exactions,  imposed  on  or  in  connection  with 
importation;  but  does  not  include  internal  taxes. 

6.  With  respect  to  products  of  the  Philippines,  which  do  not  come 
within  the  definition  of  Philippine  articles,  imported  into  the  United 
States,  no  duty  on  or  in  connection  with  importation  shall  be  collected 
or  paid  in  an  amount  in  excess  of  the  duty  imposed  with  respect  to  like 
articles  which  are  the  product  of  any  other  foreign  country  (except 
Cuba).  As  used  in  this  paragraph  the  term  "duty"  includes  taxes, 
fees,  charges,  or  exactions,  imposed  on  or  in  connection  with  im- 
portation; but  does  not  include  internal  taxes. 

ARTICLE    II 

1.  During  the  period  from  January  1,  1946,  to  December  31,  1973, 
both  dates  inclusive,  the  total  amount  of  the  articles  falling  within  one 
of  the  classes  specified  in  items  A  and  A-1,  and  C  to  G,  both  inclusive, 
of  the  schedule  to  this  article  which  are  Philippine  articles  as  defined 
in  subparagraph  (/)  of  paragraph  1  of  the  protocol,  and  which,  in  any 
calendar  year,  may  be  entered  or  withdrawn  from  warehouse  in  the 
United  States  for  consumption  shall  not  exceed  the  amounts  specified 
in  such  schedule  as  to  each  class  of  articles.  During  the  period  from 
January  1,  1946,  to  December  31,  1973,  both  dates  inclusive,  the  total 
amount  of  the  articles  falling  within  the  class  specified  in  item  B  of 
the  schedule  to  this  article  which  are  the  product  of  the  Philippines, 
and  which,  in  any  calendar  year,  may  be  entered  or  withdrawn  from 
warehouse  in  the  United  States  for  consumption,  shall  not  exceed  the 
amounts  specified  in  such  schedule  as  to  such  class  of  articles.  During 
the  period  from  January  1,  1974,  to  July  3,  1974,  both  dates  inclusive, 
the  total  amounts  referred  to  in  the  preceding  sentences  of  this  para- 
graph shall  not  exceed  one-half  of  the  amount  specified  in  such  schedule 
with  respect  to  each  class  of  articles,  respectively. 

2.  Philippine  articles  as  defined  in  suDparagraph  (f)  of  paragraph  1 
of  the  protocol  falling  within  one  of  the  classes  specified  in  items  D 
to  G,  both  inclusive,  of  the  schedule  to  this  article,  which  during  the 
following  portions  of  the  period  from  January  1,  1946,  to  December  31, 
1973,  both  dates  inclusive,  are  entered,  or  withdrawn  from  warehouse, 
in  the  United  States  for  consumption,  shall  be  free  of  ordinary  customs 
duty,  in  quantities  determined  by  applying  the  following  percentages 
of  the  amounts  specified  in  such  schedule  as  to  each  such  class  of 
articles: 

(a)  Dm-ing  each  of  the  calendar  years  1946  to  1954,  100 
percent. 

(6)  During  the  calendar  year  1955,  95  percent. 

(c)  During  each  calendar  year  after  the  calendar  year  1955 
until  and  including  the  calendar  year  1973,  a  percentage  equal 
to  the  percentage  for  the  preceding  calendar  year  decreased  by  5 
percent  of  such  specified  amounts. 

Any  such  Philippine  article  so  entered  or  withdrawn  from  warehouse 
in  excess  of  the  duty-free  quota  provided  in  this  paragraph  shall  be 
subject  to  100  percent  of  the  United  States  duty  as  defined  in  sub- 
paragraph (g)  of  paragraph  1  of  the  protocol. 
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3.  Each  of  the  quotas  provided  for  Id  paragraphs  1  and  2  of  this 
article  for  articles  falling  within  one  of  the  classes  specified  in  items 
A-1  and  B,  and  D  to  G,  each  inclusive,  of  the  schedule  to  this  article 
shall  be  allocated  annually  by  the  Philippines  to  the  manufacturers 
in  the  Philippines  in  the  calendar  year  1940  of  products  of  a  class 
for  which  such  quota  is  established,  and  whose  products  of  such  class 
were  exported  to  the  United  States  during  such  calendar  year,  or  their 
successors  in  interest,  proportionately  on  the  basis  of  the  amount  of 
the  products  of  such  class  produced  by  each  such  manufacturer  (or 
in  the  case  of  such  successor  in  interest,  the  amount  of  the  products 
of  such  class  produced  by  his  predecessor  in  interest)  which  was 
exported  to  the  United  States  during  the  following  period:  (a)  In  the 
case  of  items  A-1  and  D  to  G,  each  inclusive,  the  calendar  year  1940, 
and  (6)  in  the  case  of  item  B,  the  12  months  immediately  preceding 
the  inauguration  of  the  Commonwealth  of  the  Philippines.  The  quota 
provided  for  in  paragraph  1  of  this  article  for  unrefined  sugar  specified 
in  item  A  of  such  schedule,  including  that  required  to  manufacture 
the  refined  sugar  specified  in  item  A-1  of  the  schedule,  shall  be  allotted 
annually  by  the  Philippines  to  the  sugar-producing  mills  and  planta- 
tion owners  in  the  Philippines  in  the  calendar  year  1940  whose  sugars 
were  exported  to  the  United  States  during  such  calendar  year,  or  their 
successors  in  interest,  proportionately  on  the  basis  of  their  average 
annual  production  (or  in  the  case  of  such  a  successor  in  interest,  the 
average  annual  production  of  his  predecessor  in  interest)  for  the  cal- 
endar years  1931,  1932,  and  1933,  and  the  amount  of  sugars  which 
may  be  so  exported  shall  be  allocated  in  each  year  between  each 
mill  and  the  plantation  owners  on  the  basis  of  the  proportion  of  sugars 
to  which  each  mill  and  the  plantation  owners  are  respectively  entitled, 
in  accordance  with  any  milling  agreements  between  them,  or  any 
extension,  modification,  or  renewal  thereof. 

4.  The  holder  of  any  allotment  under  law  existing  on  April  29, 
1946,  including  his  successor  in  interest,  and  the  holder  of  any  allot- 
ment under  any  of  the  quotas  which  are  provided  for  in  paragraphs 
1  and  2  of  this  article,  the  allocation  of  which  is  provided  for  in  para- 
graph 3  of  this  article,  may  transfer  or  assign  all  or  any  amount  of 
such  allotment  on  such  terms  as  may  be  agreeable  to  the  parties  in 
interest.  If,  after  the  first  9  months  of  any  calendar  year,  the  holder 
of  any  allotment,  for  that  year,  under  any  of  the  quotas  referred  to 
in  the  preceding  sentence,  is  or  w411  be  unable  for  any  reason  to  export 
to  the  United  States  all  of  his  allotment,  in  time  to  fulfill  the  quota 
for  that  year,  that  amount  of  such  allotment  which  it  is  established 
by  sufficient  evidence  cannot  be  so  exported  during  the  remainder  of 
the  calendar  year,  may  be  apportioned  by  the  Philippine  Government 
to  other  holders  of  allotments  under  the  same  quota,  or  in  such  other 
manner  as  will  insure  the  fulfillment  of  th€  quota  for  that  year: 
Provided,  that  no  transfer  or  assignment  or  reallocation  under  the 
provisions  of  this  paragraph  shall  diminish  the  allotment  to  which 
the  holder  may  be  entitled  in  any  subsequent  calendar  year. 

The  following  schedule  to  article  II  shall  constitute  an  integral 
part  thereof: 
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Numerical  item 


II 

Commodity  description 


III 

All  quantities 


A._ 
A-1 

B.. 

C... 
D.- 

E-.. 

F-. 
G.. 


Sugars 

May  be  refined  sugars,  meaning  "direct  consumption 
sugar"  as  defined  in  sec.  101  of  the  Sugar  Act  of  1937  of 
the  United  States  which  is  set  forth  in  part  as  aimex  I  to 
this  agreement. 
Cordage,  including  yarns,  twines  (including  binding 
twines  described  in  par.  1622  of  the  Tariff  Act  of  1930 
of  the  United  States,  as  amended,  which  is  set  forth 
as  annex  II  to  this  agreement) ,  cords,  cordage,  rope,  and 
cable,  tarred  or  untarred,  wholly  or  in  chief  value  of 
Manila  (abaca)  or  other  hard  fiber. 

Rice,  including  rice  meal,  flour,  polish,  and  bran 

Cigars  (exclusive  of  cigarettes,  cheroots  of  all  kinds,  and 

paper  cigars  and  cigarettes,  including  wrappers). 
Scrap  tobacco,  and  stemmed  and  unstemmed  filler  tobacco 
described  in  par.  602  of  the  Tariff  Act  of   1930  of  the 
United  States,  as  amended,  which  is  set  forth  as  annex 
III  to  this  agreement. 

Coconut  oil 

Buttons  of  pearl  or  shell 


952,000  short  tons. 
Not   to   exceed   56,000 
short  tons. 


6,000,000  pounds. 


1,040,000  pounds. 
200,000,000  cigars. 

6,500,000  pounds. 


200,000  long  tons. 
850,000  gross. 


ARTICLE    III 

1.  With  respect  to  quotas  on  Philippine  articles  as  defined  in  sub- 
paragraph (/)  of  paragraph  1  of  the  protocol  (other  than  the  quotas 
provided  for  in  paragraphs  1  and  2  of  article  II,  and  other  than  quotas 
established  in  conjunction  with  quantitative  limitations,  applicable 
to  products  of  all  foreign  countries,  on  imports  of  like  articles),  the 
United  States  will  not  establish  any  such  quota  for  any  period  before 
January  1,  1948,  and  for  any  part  of  the  period  from  January  1,  1948, 
to  July  3,  1974,  both  dates  inclusive,  it  will  establish  such  a  quota 
only  if — 

(a)  The  President  of  the  United  States,  after  investigation, 
finds  and  proclaims  that  such  Philippine  articles  are  coming,  or 
are  likely  to  come,  into  substantial  competition  with  like  articles 
the  product  of  the  United  States; 

(b)  The  quota  for  (my  Philippine  article  as  so  defined  for  any 
12-month  period  is  not  less  than  the  amount  determined  by  the 
President  as  the  total  amount  of  Philippine  articles  of  such  class 
which  (during  the  12  months  ended  on  the  last  day  of  the  month 
preceding  the  month  in  which  occurred  the  date  proclaimed  by 
the  President  as  the  date  of  the  beginning  of  the  investigation) 
was  entered,  or  withdrawn  from  warehouse,  in  the  United  States 
for  consumption;  or,  if  the  quota  is  established  for  any  period 
other  than  a  12-month  period,  is  not  less  than  a  proportionate 
amount. 

Any  quota  established  pursuant  to  this  paragraph  shall  not  continue 
in  effect  after  the  President,  following  investigation,  finds  and  pro- 
claims that  the  conditions  which  gave  rise  to  the  establishment  of 
such  quota  no  longer  exist. 

.  2.  If  the  President  of  the  United  States  finds  that  the  allocation 
of  any  quota  established  pursuant  to  paragraph  1  of  this  article  is 
necessary  to  make  the  application  of  the  quota  just  and  reasonable 
between  the  United  States  and  the  Philippines,  he  shall,  in  such  procla- 
mation or  a  subsequent  proclamation,  provide  the  basis  for  such  allo- 
cation, and  if  he  exercises  such  right,  the  Philippines  will  promptly 
put  and  keep  in  efi'ect,  on  the  basis  proclaimed  by  the  President  of 
the  United  States,  the  allocation  of  such  quota. 
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ARTICLE    IV 

1.  With  respect  to  articles  which  are  products  of  the  United  States 
coming  into  the  PhiUppines,  or  with  respect  to  articles  manufactured 
in  the  Philippines  wholly  or  in  part  from  such  articles,  no  internal  tax 
shall  be — 

(a)  Collected  or  paid  in  an  amount  in  excess  of  the  internal 
tax  imposed  with  respect  to  like  articles  which  are  the  product  of 
the  Philippines,  or  collected  or  paid  in  any  amount  if  the  internal 
tax  is  not  imposed  with  respect  to  such  like  articles; 

(b)  Collected  or  paid  in  an  amount  in  excess  of  the  internal 
tax  imposed  with  respect  to  lil^ie  articles  which  are  the  product  of 
any  other  foreign  country,  or  collected  or  paid  in  any  amount  if 
the  internal  tax  is  not  imposed  with  respect  to  such  like  articles. 

Where  an  internal  tax  is  imposed  with  respect  to  an  article  which 
is  the  product  of  a  foreign  country  to  compensate  for  an  internal  tax 
imposed  (1)  with  respect  to  a  like  article  which  is  the  product  of  the 
Philippines,  or  (2)  with  respect  to  materials  used  in  the  production 
of  a  like  article  which  is  the  product  of  the  Philippines,  if  the  amount 
of  the  internal  tax  which  is  collected  and  paid  with  respect  to  the 
article  which  is  the  product  of  the  United  States  is  not  in  excess  of 
that  permitted  by  paragraph  1  (6)  of  article  IV  such  collection  and 
payment  shall  not  be  regarded  as  in  violation  of  the  first  sentence  of 
this  paragraph. 

2.  With  respect  to  articles  which  are  products  of  the  Philippines 
coming  into  the  United  States,  or  with  respect  to  articles  manufac- 
tured in  the  United  States  wholly  or  in  part  from  such  articles,  no 
internal  tax  shall  be — 

(a)  Collected  or  paid  in  an  amount  in  excess  of  the  internal 
tax  imposed  with  respect  to  like  articles  w^hich  are  the  product 
of  the  United  States,  or  collected  or  paid  in  any  amount  if  the 
internal  tax  is  not  imposed  with  respect  to  such  like  articles; 

(b)  Collected  or  paid  in  an  amount  in  excess  of  the  internal 
tax  imposed  with  respect  to  like  articles  which  are  the  product 
of  any  other  foreign  country,  or  collected  or  paid  in  any  amount 
if  the  internal  tax  is  not  imposed  with  respect  to  such  like  articles. 

Where  an  internal  tax  is  imposed  with  respect  to  an  article  which  is 
the  product  of  a  foreign  country  to  compensate  for  an  internal  tax 
imposed  (1)  with  respect  to  a  like  article  which  is  the  product  of  the 
United  States,  or  (2)  with  respect  to  materials  used  in  the  production 
of  a  like  article  which  is  the  product  of  the  United  States,  if  the 
amount  of  the  internal  tax  which  is  collected  and  paid  with  respect  to 
the  article  which  is  the  product  of  the  Philippines  is  not  in  excess  of 
that  permitted  by  paragraph  2  (6)  of  article  IV  such  collection  and 
payment  shall  not  be  regarded  as  in  violation  of  the  first  sentence  of 
this  paragraph.  This  paragraph  shall  not  apply  to  the  taxes  imposed 
under  section  2306,  2327,  or  2356  of  the  Internal  Revenue  Code  of  the 
United  States  which  are  set  forth  in  part  as  annexes  IV,  V,  and  VI  to 
this  agreement. 

3.  No  export  tax  shall  be  imposed  or  collected  by  the  United 
States  on  articles  exported  to  the  Philippines,  or  by  the  Philippines  on 
articles  exported  to  the  United  States. 

4.  No  processing  tax  or  other  internal  tax  shall  be  imposed  or 
collected  in  the  United  States  or  in  the  Philippines  with  respect  to 
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articles  coming  into  such  country  for  the  official  use  of  the  Govern- 
ment of  the  Philippines  or  of  the  United  States,  respectively,  or  any 
department  or  agency  thereof. 

5.  No  processing  tax  or  other  internal  tax  shall  be  imposed  or  col- 
lected in  the  United  States  with  respect  to  Manila  (abaca)  fiber  not 
dressed  or  manufactured  in  any  manner. 

6.  The  United  States  will  not  reduce  the  preference  of  2  cents  per 
pound  provided  in  section  2470  of  the  Internal  Revenue  Code  of  the 
United  States  (relating  to  processing  taxes  on  coconut  oil,  etc.),  which 
is  set  forth  as  annex  VII  to  this  agreement,  with  respect  to  articles 
"wholly  the  production  of  the  Philippine  Islands"  or  articles  "pro- 
duced wholly  from  materials  the  growth  or  production  of  the  Philip- 
pine Islands";  except  that  it  may  suspend  the  provisions  of  subsection 
(a)  (2)  of  such  section  during  any  period  as  to  which  the  President  of 
the  United  States,  after  consultation  with  the  President  of  the  Philip- 
pines, finds  that  adequate  supplies  of  neither  copra  nor  coconut  oil, 
the  product  of  the  Philippines,  are  readily  available  for  processing  in 
the  United  States. 

ARTICLE    V 

The  value  of  Philippine  currency  in  relation  to  the  United  States 
dollar  shall  not  be  changed,  the  convertibility  of  Philippine  pesos  into 
the  United  States  dollars  shall  not  be  suspended,  and  no  restrictions 
shall  be  imposed  on  the  transfer  of  funds  from  the  Philippines  to  the 
United  States  except  by  agreement  with  the  President  of  the  United 
States. 

ARTICLE    VI 

1.  Any  citizen  of  the  United  States  who  actually  resided  in  the 
Philippines,  and  any  citizen  of  the  Philippines  who  actuallj^  resided 
in  the  United  States,  for  a  continuous  period  of  3  years  during  the 
period  of  42  months  ending  November  30,  1941,  if  entering  the  country 
of  such  former  residence  during  the  period  from  July  4, 1946,  to  July  3, 
1951,  both  dates  inclusive,  for  the  purpose  of  resuming  residence 
therein,  shall  for  the  purposes  of  the  immigration  laws,  be  considered 
a  nonquota  immigrant.  After  such  admission  as  a  nonquota  im- 
migrant he  shall,  for  the  purposes  of  the  immigration  and  naturaliza- 
tion laws,  be  considered  as  lawfully  admitted  to  such  country  for 
permanent  residence.  The  benefits  of  this  paragraph  shall  also  apply 
to  the  wife  of  any  such  citizen  of  the  United  States,  if  she  is  also  a 
citizen  thereof,  and  to  his  unmarried  children  under  18  years  of  age, 
and  to  the  wife  of  am^  such  citizen  of  the  Philippines,  if  she  is  also  a 
citizen  thereof  or  is  eligible  for  United  States  citizenship,  and  to  his 
unmarried  children  under  18  years  of  age,  if  such  wife  or  children  of 
such  citizen  of  the  United  States  or  of  such  citizen  of  the  Philippines 
are  accompanying  or  following  to  join  him  during  such  period.  This 
paragraph  shall  not  apply  to  a  citizen  of  the  Philippines  admitted  to 
the  Territory  of  Hawaii,  without  an  immigration  or  passport  visa, 
under  the  provisions  of  paragraph  (1)  of  section  8  (a)  of  the  act  of 
March  24,  1934,  of  the  United  States  which  is  set  forth  as  annex  VIII 
to  this  agreement. 

2.  There  shall  be  permitted  to  enter  the  Philippines,  without 
regard  to  any  numerical  limitations  under  the  laws  of  the  Philippines, 
in  each  of  the  calendar  years  1946  to  1951,  both  inclusive,   1,200 
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citizens  of  the  United  States,  each  of  whom  shall  be  entitled  to  remain 
in  the  Philippines  for  5  years. 

ARTICLE    VII 

1.  The  disposition,  exploitation,  development,  and  utilization  of 
all  agricultural,  timber,  and  mineral  lands  of  the  public  domain, 
waters,  minerals,  coal,  petroleum,  and  other  mineral  oils,  all  forces 
and  sources  of  potential  energy,  and  other  natural  resources  of  the 
Philippines,  and  the  operation  of  public  utilities,  shall,  if  open  to 
any  person,  be  open  to  citizens  of  the  United  States  and  to  all  forms 
of  business  enterprise  owned  or  controlled,  directly  or  indirectly,  by 
United  States  citizens,  except  that  (for  the  period  prior  to  the  amend- 
ment of  the  Constitution  of  the  Philippines  referred  to  in  paragraph  2 
of  this  article)  the  Philippines  shall  not  be  required  to  comply  with 
such  part  of  the  foregoing  provisions  of  this  sentence  as  are  in  conflict 
with  such  constitution. 

2.  The  Government  of  the  Philippmes  will  promptly  take  such 
steps  as  are  necessary  to  secure  the  amendment  of  the  Constitution 
of  the  Philippines  of  such  part  of  the  provisions  of  paragraph  1  of 
this  article  as  is  in  conflict  with  such  constitution  before  such  amend- 
ment. 

ARTICLE    VIII 

1.  Upon  the  taking  effect  of  this  agreement  the  provisions  thereof 
placing  obligations  on  the  United  States:  (a)  if  in  effect  as  laws  of 
the  United  States  at  the  time  this  agreement  takes  effect,  shall  continue 
in  effect  as  laws  of  the  United  States  during  the  effectiveness  of  the 
agreement;  or  (b)  if  not  so  in  effect  at  the  time  the  agreement  takes 
effect,  shall  take  effect  and  continue  in  effect  as  laws  of  the  United 
States  during  the  effectiveness  of  the  agreement.  The  Philippines 
will  continue  in  effect  as  laws  of  the  Philippines,  during  the  effective- 
ness of  this  agreement,  the  provisions  thereof  placing  obligations  on 
the  Philippines,  except  as  is  otherwise  provided  in  paragraph  1  of 
article  VIL 

2.  The  United  States  and  the  Philippines  will  promptly  enact,  and 
shall  keep  in  effect  during  the  effectiveness  of  this  agreement,  such 
legislation  as  may  be  necessary  to  supplement  the  laws  of  the  United 
States  and  the  Philippines,  respectively,  referred  to  in  paragraph  1 
of  this  article,  and  to  implement  the  provisions  of  such  laws  and  the 
provisions  of  this  agreement  placing  obligations  on  the  United  States 
and  the  Philippines,  respectively.  Moreover,  the  Philippines  will 
promptly  enact,  and  keep  in  force  and  effect  during  the  effectiveness 
of  this  agreement,  such  legislation  as  may  be  necessary  to  put  and 
keep  in  effect  during  the  effectiveness  of  this  agreement,  the  allocation, 
reallocation,  transfer,  and  assignment  of  quotas  on  the  basis  provided 
for  in  paragraphs  3  and  4  of  article  II;  and,  if  the  United  States 
exercises  the  right  to  establish  quotas  pursuant  lo  paragraph  1  of 
article  III  and  to  provide  for  the  allocation  thereof  pursuant  to  para- 
graph 2  of  the  same  article,  the  Philippines  will  promptly  enact,  and 
keep  in  force  during  the  period  for  which  each  such  quota  is  estab- 
lished, such  legislation  as  is  necessary  to  put  and  keep  in  effect,  on 
the  basis  provided  by  the  United  States,  the  allocation  of  such  quotas. 
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3.  The  Philippines  agree  to  assist  the  United  States  in  carrying  out 
title  I  of  the  Philippine  Rehabihtation  Act  of  1946  of  the"^  United 
States  by  providing  that  the  following  acts  relative  to  such  title  shall 
be  offenses  under  the  laws  of  the  Philippines,  and  that,  upon  con- 
viction thereof,  the  penalties  attached  to  such  offenses  shall  be  en- 
forced: 

(a)  Whoe^;er,  in  the  Philippines  or  elsewhere,  makes  any  state- 
ment or  representation  knowing  it  to  be  false,  or  whoever  willfully 
and  fraudulently  overvalues  loss  of  or  damage  to  property  for  the 
purpose  of  obtaining  for  himself  or  for  any  claimant  any  com- 
pensation pursuant  to  such  title,  or  for  the  purpose  of  influencing 
in  any  way  the  action  of  the  Philippine  War  Damage  Commission 
of  the  United  States  with  respect  to  any  claim  for  compensation 
pursuant  to  such  title,  or  for  the  purpose  of  obtaining  money, 
property,  or  anything  of  value  under  such  title,  shall  be  punished 
by  a  fine  of  not  more  than  the  equivalent,  in  the  currency  of  the 
Philippines,  of  $5,000,  United  States  currency,  or  by  imprison- 
ment for  not  more  than  two  years,  or  both,  and  shall  not  receive 
any  payments  or  other  benefits  under  such  title  and,  if  any  pay- 
ment or  benefit  shall  have  been  made  or  granted,  such  Commis- 
sion shall  take  such  action  as  may  be  necessary  to  recover  the 
same. 

(6)  Whoever,  in  the  Philippines  or  elsewhere,  pays  or  offers 
to  pay,  or  promises  to  pay,  or  receives,  on  account  of  services 
rendered  or  to  be  rendered  in  connection  with  any  claim  for 
compensation  under  such  title,  any  remuneration  in  excess  of 
5  per  centum  of  the  compensation  paid  by  the  Philippine  War 
Damage  Commission  of  the  United  States  on  account  of  such 
claim,  shall  be  deemed  guilty  of  a  misdemeanor  and  shall  be  fined 
not  more  than  the  equivalent,  in  the  currency  of  the  Philippines, 
of  $5,000,  United  States  currency,  or  imprisonment  for  not  more 
than  twelve  months,  or  both,  and,  if  any  such  payment  or  benefit 
shall  have  been  made  or  granted,  such  Commission  shall  take 
such  action  as  may  be  necessary  to  recover  the  same,  and,  in 
addition  thereto,  any  such  claimant  shall  forfeit  all  rights  under 
such  title. 

.  ARTICLE    IX 

The  United  States  and  the  Philippines  agree  to  consult  with  each 
other  with  respect  to  any  questions  as  to  the  interpretation  or  the 
application  of  this  agreement,  concerning  which  either  Government 
may  make  representations  to  the  other. 

ARTICLE    X 

1.  The  Philippine  Trade  Act  of  1946  of  the  United  States  having 
authorized  the  President  of  the  United  States  to  enter  into  this  agree- 
ment, and  the  Congress  of  the  United  States  having  enacted  such 
legislation  as  may  be  necessary  to  make  the  provisions  thereof  placing 
obligations  on  the  United  States  take  effect  as  laws  of  the  United 
States,  this  agreement  shall  not  take  effect  unless  and  until  the 
Congress  of  the  Philippines  accepts  it  by  law  and  has  enacted  such 
legislation  as  may  be  necessary  to  make  all  provisions  hereof  placing 
obligations  on  the  Philippines  take  effect  as  laws  of  the  Philippines, 
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except  as  is  otherwise  provided  in  paragraph  1  of  article  VII.  This 
agreement  shall  then  be  proclaimed  by  the  President  of  the  United 
States  and  by  the  President  of  the  Philippines,  and  shall  enter  into 
force  on  the  day  following  the  date  of  such  proclamations,  or,  if  they 
are  issued  on  different  dates,  on  the  day  following  the  later  in  date. 

2.  This  agreement  shall  have  no  effect  after  July  3,  1974.  It  may 
be  terminated  by  either  the  United  States  or  the  Philippines  at  any 
time,  upon  not  less  than  5  years'  written  notice.  If  the  President  of 
the  United  States  or  the  President  of  the  Philippines  determines  and 
proclaims  that  the  other  country  has  adopted  or  applied  measures  or 
practices  which  would  operate  to  nullify  or  impair  any  right  or  obli- 
gation provided  for  in  this  agreement,  then  the  agreement  may  be 
terminated  upon  not  less  than  6  months'  notice. 

3.  If  the  President  of  the  United  States  determines  that  a  reason- 
able time  for  the  making  of  the  amendment  to  the  Constitution  of  the 
Phihppines  referred  to  in  paragraph  2  of  article  VII  has  elapsed,  but 
that  such  amendment  has  not  been  made,  he  shall  so  proclaim  and  this 
agreement  shall  have  no  effect  after  the  date  of  such  proclamation. 

4.  If  the  President  of  the  United  States  determines  and  proclaims, 
after  consultation  with  the  President  of  the  Philippines,  that  the 
Philippines  or  any  of  its  political  subdivisions  or  the  Philippine  Gov- 
ernment is  in  any  manner  discriminating  against  citizens  of  the 
United  States  or  any  form  of  United  States  business  enterprise, 
then  the  President  of  the  United  States  shall  have  the  right  to  suspend 
the  effectiveness  of  the  whole  or  any  portion  of  this  agreement.  If 
the  President  of  the  United  States  subsequently  determines  and  pro- 
claims, after  consultation  with  the  President  of  the  Philippines,  that 
the  discrimination  which  was  the  basis  for  such  suspension  {a)  has 
ceased,  such  suspension  shall  end;  or  (6)  has  not  ceased  after  the  lapse 
of  a  time  determined  by  the  President  of  the  United  States  to  be 
reasonable,  then  the  President  of  the  United  States  shall  have  the 
right  to  terminate  this  agreement  upon  not  less  than  6  months' 
written  notice. 

In  witness  whereof  the  President  of  the  Philippines  and  the  pleni- 
potentiary of  the  President  of  the  United  States  have  signed  this 
agreement  and  have  affixed  hereunto  their  seals. 

Done  in  duplicate  in  the  English  language  at  Manila,  this  4th  day 
of  July  1946. 

For  the  President  of  the  United  States  of  America: 

/s/     Paul  V.  McNutt. 
President  of  the  Philippines: 

/s/     Manuel  Roxas. 

Protocol  To  Accompany  the  Agreement  Between  the  United 
States  of  America  and  the  Republic  of  the  Philippines  Con- 
cerning Trade  and  Related  Matters  During  a  Transitional 
Period  Following  the  Institution  of  Philippine  Independence 

The  undersigned  duly  empowered  plenipotentiaries  have  agreed  to 
the  following  protocol  to  this  agreement  between  the  United  States  of 
America  and  the  Republic  of  the  Phihppines  concerning  trade  and 
related  matters  during  a  transitional  period  following  the  institution 
of  Philippine  independence,  signed  this  day,  which  shall  constitute  an 
integral  part  of  the  agreement: 
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1.  For  the  purpose  of  the  agreement^ — 

(a)  The  term  "person"  includes  partnerships,  corporations, 
and  associations. 

(6)  The  term  "United  States"  means  the  United  States  of 
America  and,  when  used  in  a  geographical  sense,  means  the 
States,  the  District  of  Columbia,  the  Territories  of  Alaska  and 
Hawaii,  and  Puerto  Rico. 

(c)  The  term  "Philippines"  means  the  Republic  of  the  Philip- 
pines and,  when  used  in  a  geographical  sense,  means  the  territories 
of  the  Republic  of  the  Philippines,  whether  a  particular  act  in 
question  took  place,  or  a  particular  situation  in  question  existed, 
within  such  territories  before  or  after  the  institution  of  the  Re- 
public of  the  Philippines.  As  used  herein  the  territories  of  the 
Republic  of  the  Philippines  comprise  all  the  territories  specified 
in  section  1  of  article  I  of  the  Constitution  of  the  Philippines 
which  is  set  forth  as  annex  XI  to  this  agreement. 

(d)  The  term  "ordinary  customs  duty"  means  a  customs  duty 
based  on  the  article  as  such  (whether  or  not  such  duty  is  also 
based  in  any  manner  on  the  use,  value,  or  method  of  production 
of  the  article,  or  on  the  amount  of  like  articles  imported,  or  on 
any  other  factor) ;  but  does  not  include — 

(1)  A  customs  duty  based  on  an  act  or  omission  of  any 
person  with  respect  to  the  importation  of  the  article,  or  of 
the  country  from  which  the  article  is  exported,  or  from  which 
it  comes;  or 

(2)  A  countervailing  duty  imposed  to  offset  a  subsidy, 
bounty,  or  grant ;  or 

(3)  An  antidumping  duty  imposed  to  offset  the  selling  of 
merchandise  for  exportation  at  a  price  less  than  the  prevail- 
ing price  in  the  country  of  export;  or 

(4)  Any  tax,  fee,  charge,  or  exaction  imposed  on  or  in 
connection  with  importation  unless  the  law  of  the  country 
imposing  it  designates  or  imposes  it  as  a  customs  duty  or 
contains  a  provision  to  the  effect  that  it  shall  be  treated  as 
a  duty  imposed  under  the  customs  laws;  or 

(5)  The  tax  imposed  by  section  2491   (c)  of  the  Internal 
.    Revenue  Code  of  the  United  States,  which  is  set  forth  as 

annex  IX  to  this  agreement,  with  respect  to  an  article, 
merchandise,  or  combination,  10  percent  or  more  of  the 
quantity  by  weight  or  which  consists  of,  or  is  derived 
directly  or  indirectly  from,  one  or  more  of  the  oils,  fatty 
acids,  or  salts  specified  in  section  2470  of  such  code  which 
is  set  forth  as  annex  VII  to  this  agreement;  or  the  tax  im- 
posed by  section  3500  of  such  code  which  is  set  forth  as 
annex  X  to  this  agreement. 

(e)  The  term  "United  States  article"  means  an  article  which 
is  the  product  of  the  United  States,  unless,  in  the  case  of  an 
article  produced  with  the  use  of  materials  imported  into  the 
United  States  from  any  foreign  country  (except  the  Philippines) 
the  aggregate  value  of  such  imported  materials  at  the  time  of 
importation  into  the  United  States  was  more  than  20  percent  of 
the  value  of  the  article  imported  into  the  Philippines,  the  value 
of  such  article  to  be  determined  in  accordance  with,  and  as  of  the 
time  provided  by,  the  customs  laws  of  the  Philippines  in  effect 


FINAL   EEPORT   OF   PHILIPPINE    COMMISSIONER  169 

at  the  time  of  importation  of  such  article.  As  used  in  this  sub- 
paragraph the  term  "vahie,"  when  used  in  reference  to  a  material 
imported  into  the  United  States,  includes  the  value  of  the  ma- 
terial ascertained  under  the  customs  laws  of  the  United  States 
in  effect  at  the  time  of  importation  into  the  United  States,  and, 
if  not  included  in  such  value,  the  cost  of  bringing  the  material  to 
the  United  States,  but  does  not  include  the  cost  of  landing  it  at 
the  port  of  importation,  or  customs  duties  collected  in  the  United 
States.  For  the  purposes  of  this  subparagraph  any  imported 
material,  used  in  the  production  of  an  article  in  the  United  States, 
shall  be  considered  as  having  been  used  in  the  production  of  an 
article  subsequently  produced  in  the  United  States,  which  is  the 
product  of  a  chain  of  production  in  the  United  States  in  the  course 
of  which  an  article,  wdiich  is  the  product  of  one  stage  of  the  chain, 
is  used  by  its  producer  or  another  person,  in  a  subsequent  stage 
of  the  chain,  as  a  material  in  the  production  of  another  article. 

(/)  The  term  "Philippine  article"  means  an  article  which  is 
the  product  of  the  Philippines,  unless,  in  the  case  of  an  article 
produced  with  the  use  of  materials  imported  into  the  Philippines 
from  any  foreign  country  (except  the  United  States)  the  aggregate 
value  of  such  imported  materials  at  the  time  of  importation  into 
the  Philippines  was  more  than  20  percent  of  the  value  of  the 
article  imported  into  the  United  States,  the  value  of  such  article 
to  be  determined  in  accordance  with,  and  as  of  the  time  pro- 
vided by,  the  customs  laws  of  the  United  States  in  effect  at  the 
time  of  importation  of  such  article.  As  used  in  this  subparagraph 
the  term  "value,"  when  used  in  reference  to  a  material  imported 
into  the  Philippines,  includes  the  value  of  the  material  ascer- 
tained under  the  customs  law^s  of  the  Philippines  in  effect  at  the 
time  of  importation  into  the  Philippines,  and  if  not  included  in 
such  value,  the  cost  of  bringing  the  material  to  the  Philippines, 
but  does  not  include  the  cost  of  landing  it  at  the  port  of  importa- 
tion, or  customs  duties  collected  in  the  Philippines.  For  the 
purpose  of  this  subparagraph  any  imported  material,  used  in  the 
production  of  an  article  in  the  Philippines,  shall  be  considered  as 
having  been  used  in  the  production  of  an  article  subsequently 
produced  in  the  Philippines,  which  is  the  product  of  a  chain  of 
production  in  the  Philippines  in  the  course  of  which  an  article 
which  is  the  product  of  one  stage  of  the  chain,  is  used  by  its  pro- 
ducer or  another  person,  in  a  subsequent  stage  of  the  chain,  as  a 
material  in  the  production  of  another  article. 

(g)  The  term  "United  States  duty"  means  the  rate  or  rates  of 
ordinary  customs  duty  which  (at  the  time  and  place  of  entry, 
or  withdrawal  from  warehouse,  in  the  United  States  for  con- 
sumption, of  the  Philippine  article)  would  be  applicable  to  a  like 
article  if  imported  from  that  foreign  country  which  is  entitled 
to  the  lowest  rate,  or  the  lowest  aggregate  of  rates,  of  ordinary 
customs  duty  with  respect  to  such  like  article. 

(h)  The  term  "Philippine  duty"  means  the  rate  or  rates  of 
ordinary  customs  duty  w^hich  (at  the  time  and  place  of  entry, 
or  withdrawal  from  warehouse,  in  the  Philippines  for  consump- 
tion, of  the  United  States  article)  would  be  applicable  to  a  like 
article  if  imported  from  that  foreign  country  which  is  entitled 
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to  the  lowest  rate,  or  the  lowest  aggregate  of  rates,  of  ordinary 
customs  duty  with  respect  to  such  like  article. 

(i)  The  term  "internal  tax"  includes  an  internal  fee,  charge, 
or  exaction,  and  includes — 

(1)  The  tax  imposed  by  section  2491  (c)  of  the  Internal 
Revenue  Code  of  the  United  States  which  is  set  forth  as 
annex  IX  to  this  agreement,  with  respect  to  an  article, 
merchandise,  or  combination,  10  per  centum  or  more  of  the 
quantity  by  weight  of  which  consists  of,  or  is  derived  directly 
or  indirectly  from,  one  or  more  of  the  oils,  fatty  acids,  or 
salts  specified  in  section  2470  of  such  code  which  is  set  forth 
as  annex  VII  to  this  agreement;  and  the  tax  imposed  by 
section  3500  of  such  code  which  is  set  forth  as  annex  X  to 
this  agreement;  and 

(2)  Any  other  tax,  fee,  charge,  or  exaction,  imposed  on  or 
in  connection  with  importation  unless  the  law  of  the  country 
imposing  it  designates  or  imposes  it  as  a  customs  duty  or 
contains  a  provision  to  the  effect  that  it  shall  be  treated  as 
a  duty  imposed  under  the  customs  laws. 

2.  For  the  purposes  of  subparagraphs  (g)  and  (h)  of  paragraph  1 
of  this  protocol — 

(a)  If  an  article  is  entitled  to  be  imported  from  a  foreign 
country  free  of  ordinary  customs  duty,  that  country  shall  be 
considered  as  the  country  entitled  to  the  lowest  rate  of  ordinary 
customs  duty  with  respect  to  such  article;  and 

(6)  A  reduction  in  ordinary  customs  duty  granted  any  country, 
by  law,  treaty,  trade  agreement,  or  otherwise,  with  respect  to 
any  article,  shall  be  converted  into  the  equivalent  reduction  in 
the  rate  of  ordinary  customs  duty  otherwise  applicable  to  such 
article. 

3.  For  the  purposes  of  paragraphs  1  and  2  of  article  IV,  any  ma- 
terial, used  in  the  production  of  an  article,  shall  be  considered  as 
having  been  used  in  the  production  of  an  article  subsequently  pro- 
duced, which  is  the  product  of  a  chain  of  production  in  the  course  of 
which  an  article,  which  is  the  product  of  one  stage  of  the  chain,  is 
used  by  its  producer  or  another  person,  in  a  subsequent  stage  of  the 
chain,  as  a  material  in  the  production  of  another  article. 

4.  The  terms  "includes"  and  "including"  when  used  in  a  definition 
contained  in  this  agreement  shall  not  be  deemed  to  exclude  other 
things  otherwise  within  the  meaning  of  the  term  defined. 

In  witness  whereof  the  President  of  the  Philippines  and  the  Pleni- 
potentiary of  the  President  of  the  United  States  have  signed  this 
protocol  and  have  affixed  hereunto  their  seals. 

Done  in  duplicate  in  the  English  language  at  Manila,  this  4th  day 
of  July,  1946. 

For  the  President  of  the  United  States  of  America: 

(s)  Paul  V.  McNutt. 
President  of  the  Philippines: 

(s)  Manuel  Roxas, 
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Annexes  of  Statutory  Provisions  Referred  to  in  the  Agree- 
ment Between  the  United  States  of  America  and  the  Repub- 
lic OF  the  Philippines  Concerning  Trade  and  Related  Mat- 
ters During  a  Transitional  Period  Following  the  Institu- 
tion OF  Philippine  Independence 

ANNEX    I 

Sugar  Act  of  1937  of  the  United  States,  as  amended  to  May  1,  1946; 

Section  101.  For  the  purposes  of  this  Act,  except  Title  IV — "(e)  The  term 
■'direct-consumption  sugar'  means  any  sugars  which  are  principally  of  crystalline 
structure  and  whicn  are  not  to  be  further  refined  or  otherwise  improved  in  quality." 
(50  Stat.)  Pt.  1  (903,  ch.  808). 

ANNEX   II 

Tariff  Act  of  1930  of  the  United  States,  as  amended  to  May  1,  1946: 

Par.  1622.  All  binding  twine  manufactured  from  New  Zealand  hemp,  henequen, 
Manila,  istle  or  Tampico  fibre,  sisalgrass,  or  sunn,  or  a  mixture  of  any  two  or 
more  of  them,  of  single  plv  and  measuring  not  exceeding  seven  hundred  and  fifty 
feet  to  the  pound  (46  Stat.)  Pt.  1  (475,  ch.  497). 

ANNEX    III 

Tariff  Act  of  1930  of  the  United  States,  as  amended  to  May  1,  1946: 

Par.  602.  The  term  "wrapper  tobacco"  as  used  in  this  title  means  that  quality 
of  leaf  tobacco  which  has  the  requisite  color,  texture,  and  burn,  and  is  of  sufficient 
size  for  cigar  wrappers,  and  the  term  "filler  tobacco"  means  all  other  leaf  tobacco 
*     *     *     (46  Stat.)  Pt.  1  (631,  ch.  497). 

ANNEX    IV 

Internal  Revenue  Code  of  the  United  States,  as  amended  to  May  1, 
1946: 

Chapter  16 — Oleomargarine,  adulterated  butter,  and  process  or  renovated 
butter. 

Sec.  2300.  Oleomargarine  defined. 

For  the  purpose  of  this  chapter,  and  of  sections  3200  and  3201,  certain  manu- 
factured substances,  certain  extracts,  and  certain  mixtures  and  compounds,  includ- 
ing such  mixtures  and  compounds  with  butter,  shall  be  known  and  designated  as 
"oleomargarine,"  namely:  AH  substances  known  prior  to  August  2,  1886,  as  oleo- 
margarine, oleo,  oleomargarine  oil,  butterine,  lardine,  suine,  and  neutral;  all  lard 
extracts  and  tallow  extracts;  and  all  mixtures  and  compounds  of  tallow,  beef  fat, 
suet,  lard,  lard  oil,  fish  oil  or  fish  fat,  vegetable  oil,  annatto,  and  other  coloring 
matter,  intestinal  fat,  and  offal  fat  if  (1)  made  in  imitation  or  semblance  of 
butter,  or  (2)  calculated  or  intended  to  be  sold  as  butter  or  for  butter,  or  (3) 
churned,  emulsified  or  mixed  in  cream,  milk,  water  or  other  liquid,  and  containing 
moisture  in  excess  of  one  per  centum  or  common  salt.  This  section  shall  not  apply 
to  puff-pastry  shortening  not  churned  or  emulsified  in  milk,  or  cream,  and  having 
a  melting  point  of  one  hundred  and  eighteen  degrees  Fahrenheit  or  more,  nor  to 
any  of  the  following  containing  condiments  and  spices:  salad  dressings,  mayon- 
naise dressings  or  mayonnaise  products,  nor  to  liquid  emulsion,  pharmaceutical 
preparations,  oil  meals,  liquid  preservatives,  illuminating  oils,  cleansing  com- 
pounds, or  flavoring  compounds  (53  Stat.  247  and  248). 
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ANNEX  V 

Internal  Revenue  Code  of  the  United  States,  as  amended  to  May  1, 
1946: 

Sec.  2306.  Importation. 

All  oleomargarine  imported  from  foreign  countries  shall,  in  addition  to  any 
import  duty  imposed  on  the  same,  pay  an  internal  revenue  tax  of  fifteen  cents  per 
pound,  such  tax  to  be  represented  by  coupon  stamps  as  in  the  case  of  oleomargarine 
manufactured  in  the  United  States     *     *     *." 
■     Sec.  2320.  Definitions. 

(a)  Butter. — For  the  purpose  of  this  chapter  and  sections  3206  and  3207,  the 
word  "butter"  shall  be  understood  to  mean  the  food  product  usually  known  as 
butter,  and  which  is  made  exclusively  from  milk  or  cream,  or  both,  with  or  with- 
out common  salt  and  with  or  without  additional  coloring  matter. 

(b)  Adulterated  butter. — "Adulterated  butter"  is  defined  to  mean  a  grade  of 
butter  produced  by  mixing,  reworking,  rechurning  in  milk  or  cream,  refining,  or  in 
any  way  producing  a  uniform,  purified,  or  improved  product  from  different  lots 
or  parcels  of  melted  or  unmelted  butter  or  butter  fat,  in  which  any  acid,  alkali, 
chemical,  or  any  substance  whatever  is  introduced  or  used  for  the  purpose  with 
the  effect  of  deodorizing  or  removing  therefrom  rancidity,  or  any  butter  or  butter 
fat  with  which  there  is  mixed  any  substance  foreign  to  butter  as  defined  in  sub- 
section (a),  with  intent  or  effect  of  cheapening  in  cost  the  product,  or  any  butter  in 
the  manufacture  or  manipulation  of  which  any  process  or  material  is  used  with 
intent  or  effect  of  causing  the  absorption  of  abnormal  quantities  of  water,  milk, 
or  cream  (53  Stat  252  and  253) . 

Sec.  2327.  Other  laws  applicable. 

(a)  Oleomargarine. — The  provisions  of  sections  2301  (c)  (2),  2305  to  2311, 
inclusive  (except  subsections  (o),  (b)  and  (h)  of  section  2308),  and  section  3791 
(a)  (1),  shall  apply  to  the  manufacturers  of  adulterated  butter  to  an  extent 
necessary  to  enforce  the  marking,  branding,  identification,  and  regulation  of  the 
exportation  and  importation  of  adulterated  butter  (53  Stat.  255  (53  Stat.)  Pt.  1 
(247,  250,  252,  253,  and  255,  Ch.  2)). 

ANNEX    VI 

Internal  Revenue  Code  of  the  United  States  as  amended  to  May 
1,  1946: 

Sec.  2350.  Definitions. 

For  the  purpose  of  this  chapter  and  sections  3210  and  3211 — 

(a)  Cheese. — The  word  "cheese"  shall  be  understood  to  mean  the  food  product 
known  as  cheeste,  and  which  is  made  from  milk  or  cream  and  without  the  addition 
of  butter,  or  any  animal,  vegetable,  or  other  oils  or  fats  foreign  to  such  milk  or 
cream,  with  or  without  additional  coloring  matter. 

(6)  Filled  cheese. — Certain  substances  and  compounds  shall  be  known  and 
designated  as  "filled  cheese,"  namely:  all  substances  made  of  milk  or  skimmed  milk, 
with  the  admixture  of  butter,  animal  oils  or  fats,  vegetable  or  any  other  oils,  or 
compounds  foreign  to  such  milk,  and  made  in  imitation  or  semblance  of  cheese. 
Substances  and  compounds,  consisting  principally  of  cheese  with  added  edible  oils, 
which  are  not  sold  as  cheese  or  as  substitutes  for  cheese  but  are  primarily  useful  for 
imparting  a  natural  cheese  flavor  to  other  foods,  shall  not  be  considered  "filled 
cheese"  within  the  meaning  of  this  chapter  (53  Stat.  256). 

Sec.  2356.  Importation. 

AH  filled  cheese  as  defined  in  section  2350  (6)  imported  from  foreign  countries 
shall,  in  addition  to  any  import  duty  imposed  on  the  same,  pay  an  internal-revenue 
tax  of  8  cents  per  pound,  such  tax  to  be  represented  by  coupon  stamps;  and  such 
imported  filled  cheese  and  the  packages  containing  the  same  shall  be  stamped, 
marked,  and  branded,  as  in  the  case  of  filled  cheese  manufactured  in  the  United 
States  (53  Stat.  258  (53  Stat.)  Pt.  1  (256  and  258,  ch.  2)). 

ANNEX    VII 

Internal  Revenue  Code  of  the  United  States,  as  amended  to  May  1, 
1946: 

Sec.  2470.  Tax. 
(a)   Rate. 
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(1)  In  general. — There  shall  be  imposed  upon  the  first  domestic  processing  of 
coconut  oil,  palm  oil,  pelm-kernel  oil,  fatty  acids  derived  from  any  of  the  foregoing 
oils,  salts  of  any  of  the  foregoing  (whether  or  not  such  oils,  fatty  acids,  or  salts 
have  been  refined,  sulphonated,  sulphated,  hydrogenated,  or  otherwise  processed), 
or  any  combination  or  mixture  containing  substantial  quantity  of  any  one  or 
more  of  such  oils,  fatty  acids,  or  salts,  a  tax  of  three  cents  per  pound  to  be  paid 
by  the  processor. 

(2)  Additional  rate  on  coconut  oil. — There  shall  be  imposed  (in  addition  to  the 
tax  imposed  by  the  preceding  paragraph)  a  tax  of  two  cents  per  pound,  to  be 
paid  by  the  processor,  upon  the  first  domestic  processing  of  coconut  oil  or  of  any 
combination  or  mixture  containing  a  substantial  quantity  of  coconut  oil  with 
respect  to  which  oil  there  has  been  no  previous  first  domestic  processing,  except 
that  the  tax  imposed  by  this  sentence  shall  not  apply  when  it  is  estabhshed,  in 
accordance  with  regulations  prescribed  by  the  Commissioner  with  the  approval 
of  the  Secretary,  that  such  coconut  oil  (whether  or  not  contained  in  such  a  com- 
bination or  mixture),  (A)  is  wholly  the  production  of  the  Philippine  Islands  or 
any  possession  of  the  United  States,  or  (B)  was  produced  wholly  from  materials 
the  growth  or  production  of  the  Philippine  Islands  or  any  possession  of  the 
"United  States,  or  (C)  was  brought  into  the  United  States  on  or  before  June  9, 
1934,  or  produced  from  materials  brought  into  the  United  States  on  or  before 
June  9,  1934,  or  (D)  was  purchased  under  a  bona  fide  contract  entered  into  prior 
to  April  26,  1934,  or  produced  from  materials  purchased  under  a  bona  fide  contract 
entered  into  prior  to  April  26,  1934.  The  tax  imposed  by  this  paragraph  shall 
not  apply  to  anj^  domestic  processing  after  July  3,  1974. 

(b)  Exemption. — The  tax  under  subsection  (a)  shall  not  apply  (1)  with  respect 
to  any  fatty  acid  or  salt  resulting  from  a  previous  first  domestic  processing  taxed 
under  this  section  or  upon  which  an  import  tax  has  been  paid  under  chapter  22, 
or  (2)  with  respect  to  any  combination  or  mixture  by  reason  of  its  containing  an 
oil,  fatty  acid,  or  salt  with  respect  to  which  there  has  been  a  previous  first  domestic 
processing  or  upon  which  an  import  tax  has  been  paid  under  chapter  22. 

(c)  Importation  prior  to  August  21,  1936. — Notwithstanding  the  provisions  of 
subsections  (a)  and  (b)  of  this  section,  the  first  domestic  processing  of  sunflower  oil 
or  sesame  oil  (or  any  combination  or  mixture  containing  a  substantial  quantitj^  of 
sunflower  oil  or  sesame  oil) ,  if  such  oil  or  such  combination  or  mixture  of  such  oil 
contained  therein  was  imported  prior  to  August  21,  1936,  shall  be  taxed  in  accord- 
ance with  the  provisions  of  section  602)^  of  the  Revenue  Act  of  1934  (48  Stat.  763) 
in  force  on  June  22,  1936.  (53  Stat.  264  (53  Stat.)  pt.  1  (264  and  265,  ch.  2; 
Pubhc  Law  371— 79th  Cong.).) 

An  act  of  the  United  States  to  suspend  in  part  the  processing  tax 
on  coconut  oil,  as  amended  to  May  1,  1946: 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States  of 
America  in  Congress  assembled,  That  section  2470  (a)  (2)  of  the  Internal  Revenue 
Code  is  hereby  suspended:  Provided,  That  if  the  President  after  receipt  by  him  of  a 
request  from  the  Government  of  the  Commonwealth  of  the  Philippine  Islands 
that  the  suspension  of  section  2470  (a)  (2)  be  terminated,  shall  find  that  adequate 
supplies  of  copra,  coconut  oil,  or  both,  the  product  of  the  Philippine  Islands,  are 
readily  available  for  processing  in  the  United  States,  he  shall  so  proclaim;  and 
thirty  days  after  such  proclamation,  the  suspension  of  section  2470  (a)  (2)  of  the 
Internal  Revenue  Code,  shall  terminate. 

Sec.  2.  This  Act  shall  become  effective  the  dav  following  its  enactment,  and 
shall  terminate  on  May  30,  1946.  ((56  Stat.)  pt.  1  (752  and  753,  ch.  560); 
(58  Stat.)  pt.  1  (647,  ch.  332).) 

ANNEX    VIII 

An  act  of  March  24,  1934,  of  the  United  States,  as  amended  to 
May  1,  1946: 

Sec.  8.  (a)  Effective  upon  the  acceptance  of  this  Act  by  concurrent  resolution 
of  the  Philippine  Legislature  or  by  a  convention  called  for  that  purpose,  as  pro- 
vided in  section  17 — 

(1)  For  the  purposes  of  the  Immigration  Act  of  1917,  the  Immigration  Act  of 
1924  (except  section  13  (c)),  this  section,  and  all  other  laws  of  the  United  States 
relating  to  the  immigration,  exclusion,  or  expulsion  of  aliens,  citizens  of  the 
Philippine  Islands  who  are  not  citizens  of  the  United  States  shall  be  considered 
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as  if  they  were  aliens.  For  such  purposes  the  Philippine  Islands  shall  be  consid- 
ered as  a  separate  country'  and  shall  have  for  each  fiscal  year  a  cjuota  of  fifty. 
This  paragraph  shall  not  apply  to  a  person  coming  or  seeking  to  come  to  the 
Territory  of  Hawaii  who  does  not  apply  for  and  secure  an  immigration  or  passport 
visa,  but  such  immigration  shall  be  determined  by  the  Department  of  the  Interior 
on  the  basis  of  the  needs  of  industries  in  the  Territory  of  Hawaii.  (48  Stat.  462 
(48  Stat.)  pt.  1  (462,  ch.  84).) 

ANNEX    IX 

Internal  Revenue  Code  of  the  United  States,  as  amended  to  May 
1,  1946: 

Sec.  2490.  Imposition  of  Tax. 

In  addition  to  any  other  tax  or  duty  imposed  by  law,  there  shall  be  imposed 
upon  the  following  articles  imported  into  the  United  States,  unless  treaty  provi- 
sions of  the  United  States  otherwise  provide,  a  tax  at  the  rates  set  forth  in  sec- 
tion 2491,  to  be  paid  by  the  importer  (53  Stat.  267). 

Sec.  2491.  Rate  of  Tax. 

(c)  Any  article,  merchandise,  or  combination  (except  oils  specified  in  section 
2470),  10  per  centum  or  more  of  the  quantity  by  weight  of  which  consists  of,  or 
is  derived  directly  or  indirectly  from,  one  or  more  of  the  products  specified  above 
in  this  paragraph  or  of  the  oils,  fatty  acids,  or  salts  specified  in  section  2470,  a 
tax  at  the  rate  or  rates  per  pound  equal  to  that  proportion  of  the  rate  or  rates 
prescribed  in  this  paragraph  or  such  section  2470  in  respect  of  such  product  or 
products  which  the  quantity  by  weight  of  the  imported  article,  merchandise,  or 
combination,  consisting  of  or  derived  from  such  product  or  products,  bears  to  the 
total  weight  of  the  imported  article,  merchandise,  or  combination;  but  there  shall 
not  be  taxable  under  this  subparagraph  any  article,  merchandise,  or  combination 
(other  than  an  oil,  fat,  or  grease,  and  other  than  products  resulting  from  proc- 
essing seeds  without  full  commercial  extraction  of  the  oil  content),  by  reason  of 
the  presence  therein  of  an  oil,  fat,  or  grease  which  'is  a  natural  component  of  such 
article,  merchandise,  or  combination  and  has  never  had  a  separate  existence  as  an 
oil,  fat,  or  grease.     (53  Stat.  267  and  268.     (53  Stat.)  pt.  1  (267  and  268,  ch.  2).) 

ANNEX    X 

Internal  Revenue  Code  of  the  United  States,  as  amended  to  May 
1,  1946: 

chapter   32.    Sl'GAR 

Sec.  3500.  Rate  of  Tax. 

In  addition  to  any  other  tax  or  dutj^  imposed  by  law,  there  shall  be  imposed, 
under  such  regulations  as  the  Commissioner  of  Customs  shall  prescribe,  with  the 
approval  of  the  Secretary,  a  tax  upon  articles  imported  or  brought  into  the 
United  States  as  follows: 

(1)  On  all  manufactured  sugar  testing  by  the  polariscope  ninety-two  sugar 
degrees,  0.465  cent  per  pound,  and  for  each  additional  sugar  degree  shown  by 
the  polariscopic  test,  0.00875  cent  per  pound  additional,  and  fractions  of  a  degree 
in  proportion; 

(2)  On  all  manufactured  sugar  testing  by  the  polariscope  less  than  ninety-two 
sugar  degrees  0.5144  cent  per  pound  of  the  total  sugars  therein: 

(3)  On  all  articles  composed  in  chief  value  of  manufactured  sugar  0.5144  cent 
per  pound  of  the  total  sugars  therein  (53  Stat.  428). 

Sec.  3507.  Definitions. 

(b)  Manufactured  sugar. — The  term  "manufactured  sugar"  means  any  sugar 
derived  from  sugar  beets  or  sugarcane,  which  is  not  to  be,  and  which  shall  not 
be,  further  refined  or  otherwise  improved  in  quality;  except  sugar  in  liquid  form 
which  contains  nonsugar  solids  (excluding  any  foreign  substance  that  may  have 
been  added)  equal  to  more  than  6  per  centum  of  the  total  soluble  solids,  and 
except  also  sirup  of  cane  juice  produced  from  sugarcane  grown  in  continental 
United  States. 

The  grades  or  types  of  sugar  within  the  meaning  of  this  definition  shall  include, 
but  shall  not  be  limited  to,  granulated  sugar,  lump  sugar,  cube  sugar,  powdered 
sugar,  sugar  in  the  form  of  blocks,  cones,  or  molded  shapes,  confectioners'  sugar, 
washed   sugar,    centrifugal   sugar,    clarified   sugar,   turbinado   sugar,    plantation 
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white  sugar,  muscovado  sugar,  refiners'  soft  sugar,  invert  sugar  musli,  raw  sugar, 
sirups,  molasses,  and  sugar  mixtures. 

(c)  Total  sugars. — The  term  "total  sugars"  means  the  total  amount  of  the 
sucrose  (Clerget)  and  of  the  reducing  or  invert  sugars.  The  total  sugars  contained 
in  any  grade  or  type  of  manufactured  sugar  shall  be  ascertained  in  the  manner 
prescribed  in  paragraphs  758,  759,  762,  and  763  of  the  United  States  Customs 
Regulations  (1931  edition).  (53  Stat.  428  and  429.  (53  Stat.)  pt.  1  (426,  428, 
and  429,  ch.  2).) 

ANNEX  XI 

Constitution  of  the  Philippines  as  amended  to  May  1,  1946: 

Article  I.  The  national  territory 

Section  1.  The  Philippines  comprises  all  the  territory  ceded  to  the  United 
States  by  the  Treaty  of  Paris  concluded  between  the  United  States  and  Spain  on 
the  tenth  day  of  December,  eighteen  hundred  and  ninety-eight,  the  limits  of 
which  are  set  forth  in  article  III  of  said  treaty,  together  with  all  the  islands 
embraced  in  the  treaty  concluded  at  Washington,  between  the  United  States  and 
Spain  on  the  seventh  day  of  November,  nineteen  hundred,  and  in  the  treaty 
concluded  between  the  United  States  and  Great  Britain  on  the  second  day  of 
January,  nineteen  hundred  and  thirty,  and  all  territory  over  which  the  present 
Government  of  the  Philippine  Islands  exercise  jurisdiction. 

ITEM  NO.   13 

Presidential     Letter      Authorizing      Liquidation      of      High 
Commissioner's  Office 

The  White  House, 
Waehington,  July  4,  1946. 
The  honorable  Paul  V.  AIcNutt, 

United  States  Ambassador,  Manila,  Philippines. 
Dear  Mr.  Ambassador:  I  hereby  designate  you  to  liquidate  the 
affairs  of  the  Office  of  the  United  States  High  Commissioner  to  the 
Philippine  Islands,  immediately  following  the  granting  of  independence 
to  the  Philippine  Commonwealth  on  July  4,  1946,  and  until  sections 
102  and  103  of  Reorganization  Plan  No.  1  of  1946  become  law. 

In  your  capacity  as  Ambassador,  you  are  hereby  vested  with  the 
power,  authority,  duties,  and  functions  authorized  under  title  IC, 
Public  Law  370,  Seventy-ninth  Congress. 

The  Congress  has  provided  in  the  Interior  Department  Appropria- 
tion Act,  1947: 

The  appropriations  contained  in  the  Interior  Department  Appropriation  Act, 
1946,  for  the  United  States  High  Commissioner  to  the  Philippine  Islands  are 
hereby  continued  available  during  the  fiscal  year  1947  for  the  maintenance  of  the 
Office  as  provided  therein  until  the  President  shall  have  proclaimed  the  independ- 
ence of  the  Philippines,  as  provided  by  the  act  of  Congress  of  March  24,  1934,  as 
amended  (48  U.  S.  C.  1232),  and  for  the  necessary  expenses  of  liquidation  of  the 
Office  and  payment  of  outstanding  obligations:  Provided,  That  froin  the  funds 
herein  made  available  an  amount  not  to  exceed  $10,000  shall  be  available  for 
expenditure  in  the  discretion  of  the  High  Commissioner  or  any  representative  who 
may  be  designated  by  the  President  to  liquidate  the  affairs  of  the  Office  of  the 
High  Commissioner,  for  maintenance  of  his  household  and  such  other  purposes  as 
he  may  deem  proper. 

May  I  express  my  gratification  at  your  willingness  to  assume  these 
additional  and  important  tasks. 
Very  sincerely  yours, 

(Signed)     Harry  S.  Truman. 
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ITEM  NO.  14 

High  Commissioner's  Address,  Inauguration  of  the  Philippine 
Republic,  July  4,  1946 

The  great  seal  of  the  United  States  has  been  affixed  to  one  of  the 
historic  documents  of  our  times.  I  am  authorized  and  directed  by 
the  President  of  the  United  States  to  proclaim  the  independence  of 
the  Philippines  as  a  separate  and  self-governing  nation. 

Seldom  in  the  history  of  the  world  has  one  nation  proclaimed  the 
independence  of  another.  Seldom  in  history  has  one  nation  freely 
yielded  to  a  portion  of  its  territory  the  prerogatives  and  privileges 
of  absolute  sovereignty,  affectionately,  sincerely,  and  with  noble 
purpose  and  intent. 

Yet  it  cannot  be  said  that  this  independence  was  earned  by  the 
Filipino  people  without  struggle  or  strife.  The  people  of  the  Phil- 
ippines have  striven  well,  have  fought  courageously,  and  have  sought 
tirelessly  for  their  national  freedom.  By  petition  and  persuasion  the 
Filipino  people  have  pursued  their  independence,  even  while  the 
American  flag  was  being  ffi-mly  planted  here.  The  people  of  these 
islands  have  shown  by  word  and  deed  their  deep  desire  for  national 
sovereignty.  That  deshe  was  understood  and  appreciated  by  the 
American  people.  Liberty  is  a  plant  as  native  to  the  American  soil 
as  the  towering  mountain  pine.  Freedom  flows  as  irresistibly  through 
the  American  spirit  as  the  great  rivers  of  our  country  to  the  sea. 
The  Philippine  desire  for  freedom  and  national  dignity  roused  a 
responsive  echo  wherever  it  was  heard  and  understood  in  America. 

A  few  years  ago  there  were  still  those  in  high  positions  in  govern- 
ment who  did  not  think  that  the  Filipino  people  were  yet  prepared 
for  independence,  politically  or  economically.  As  the  standard  of 
living  here  rose,  as  this  land  became  the  pearl  and  the  pride  of  the 
Orient,  there  were  those  in  America  who  feared  that  should  the  United 
States  withdraw  its  protecting  power  from  this  place,  other  nations, 
eager  for  plunder,  would  sweep  in.  There  were  still  others  in  the 
United  States  who  feared  that  with  the  American  market  suddenly 
closed  to  Philippine  export  products,  economic  disaster  and  chaos 
would  invest  this  land. 

But  the  stirring  cry  for  independence  which  continued  to  rise  from 
the  Philippines  finally  overcame  all  objections,  and  the  American 
Congress,  which  had  already,  in  1916,  pledged  freedom  to  the  Philip- 
pines, set  a  definite  date,  July  4,  1946,  for  that  unprecedented  grant 
of  sovereignty. 

The  war  intervened.  The  war  resolved  the  doubts,  the  fears,  and 
the  misgivings.  While  the  effects  of  war  multiplied  the  problems  of 
the  Philippines,  while  destruction  and  devastation  heaped  up  to 
towering  heights  the  economic  dangers  facing  the  Filipino  people, 
the  heroism  and  dogged  devotion  to  democratic  ideals  demonstrated 
unmistakably  by  the  people,  wrung  the  heart  of  America  and  con- 
vinced American  people  and  Government  leaders  that  this  nation, 
the  Philippine  Nation,  had  earned  its  right  to  independence,  whatever 
the  difficulties  ahead. 

•  The  United  States  determined  a  policy  toward  the  Philippines  new 
to  the  world,  a  policy  revolutionary  in  many  of  its  aspects,  startling 
in  its  implications.  Independence  was  to  be  freely,  gladly  given. 
The  military  security  of  the  Philippines  against  foreign  aggression  of 
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any  kind  was  to  be  guaranteed.  And  finsClly  the  economic  needs  for 
reconstruction,  rehabilitation,  and  support  were  to  be  met,  at  what- 
ever cost. 

This  decision  was  not  arrived  at  easily.  It  involved  severe  redefi- 
nitions of  many  American  policies.  But  the  American  Congress  and 
the  American  President  saw  clearly  that  the  fate  of  these  18,000,000 
was  the  fate  of  democracy  in  the  Pacific,  and  that  the  successful 
establishment  of  a  prosperous  realm  of  freedom  in  the  Orient  would 
raise  the  hopes  of  millions  in  the  Far  East. 

This  is  the  result.  Today  is  the  climax  of  that  gathering  of  hopes 
and  aspirations  and  convictions.  In  a  few  moments  this  wiir®be  an 
independent  republic,  like  our  very  own,  conceived  in  liberty,  with  a 
government  like  our  own,  of  the  people,  by  the  people,  and  for  the 
people.  Just  as  the  Magna  Carta  came  to  us  from  our  British  for- 
bears, our  Declaration  of  Independence,  our  Constitution,  and  our 
Bill  of  Rights  have  become  the  priceless  heritage  of  the  Filipino 
people. 

The  American  flag  which  waves  above  us  is  a  world  emblem  of 
freedom,  of  justice,  of  equality  among  men.  In  a  few  moments  the 
flag  we  raised  here  48  years  ago  will  be  reverently  lowered.  Americans 
and  Filipinos  alike  will  feel  the  sharp  pangs  of  sorrow.  But  the 
moment  will  be  one  of  highest  glory. 

Within  the  short  space  of  4  days  the  eyes  of  the  world  will  have 
seen  in  the  Pacific  the  rending  impact  of  the  atom  bomb  and  the 
gentle  gift  of  freedom  to  a  dependent  people — both  by  the  same 
Nation,  one  action  an  expression  of  limitless  power,  the  other  a  mani- 
festation of  infinite  understanding.  This  contrast  is  the  supreme 
triumph  of  the  forthcoming  moment.  The  world  which  sees  these 
spectacles  will,  I  know,  comprehenjj  their  significance.  I  have  never 
been  prouder  to  be  an  American.  The  18,000,000  people  of  these 
islands,  who  are  for  these  swift  fleeting  seconds  still  American  nationals 
are  proud  of  us,  too.     They  share  in  our  glory. 

The  United  States  has  here  discharged  a  titanic  obligation.  Its 
reward  is  equally  magnificent — the  respect,  friendship,  and  devotion 
of  the  millions  of  freemen  here — and  the  admiration  of  the  rest  of 
the  world.  We  will  continue  so  to  conduct  our  relations  here  as  to 
maintain  and  multiply  the  bonds  between  our  two  peoples. 

What  is  the  paltry  pittance  which  could  induce  the  United  States 
to  abandon  this  program?  What  consideration  could  weigh  in  the 
balance  against  this  lofty  purpose?  The  American  people  know  in 
their  hearts  that  the  Filipino  people  have  earned,  as  if  by  revolution 
but  more  surely,  the  right  of  independence.  But  we  know  that 
independence,  of  itself,  will  not  solve  the  many  complex  problems 
perplexing  the  Philippines  today.  The  American  people  know  that 
in  this  land  there  must  occur  one  of  the  great  crises  of  our  times. 
Will  this  people,  physically  wounded  and  crushed  by  war,  be  able  to 
surmount  their  obstacles,  overcome  their  difficulties,  withstand  the 
lures  and  dangers  of  dictatorship  and  demagogery,  and  emerge  from 
their  trials  as  a  citadel  of  freedom?  America  will  help.  The  sym- 
pathies and  hopes  of  the  freedom-seeking  peoples  of  the  world  ride 
on  your  great  adventure  here!  Your  responsibilities  and  burdens  are 
great.     Your  goal  is  even  greater. 

Since  the  beginning  of  our  political  association  with  the  Philippines 
in  1898,  American  statesmen  and  leaders  have  seen  in  our  sovereign 
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responsibilities  a  mandate  to  educate  and  prepare  the  Filipino  people 
for  self-government.  Within  a  few  years  after  our  flag  had  been 
planted  here,  that  mandate  became  crystallized  into  one  for  the  prep- 
aration of  the  Philippines  for  complete  independence. 

From  the  date  of  the  earliest  American  commissions  down  through 
the  years,  that  has  been  the  underlying  theme  of  American  policy 
in  the  Philippines.  William  Howard  Taft  in  1904  laid  down  the  line 
of  "the  Philippines  for  the  Filipinos."  That  policy  has  been  care- 
fully and  diligently  pursued.  Meanwhile  extensive  precautions  were 
taken  to  protect  the  great  natural  riches  of  this  earth  against  exploita- 
tion and  waste.  Immutable  conservation '  provisions  were  written 
into  the  organic  acts  for  the  government  of  the  islands.  It  is  a  fact 
that  those  riches  have  been  successfully  preserved  for  the  people. 

Philippine  self-government  grew  organically,  step  by  step,  through 
the  natural  processes  of  development.  Nowhere  has  a  people  been 
similarly  trained  in  the  school  of  enlightened  experience.  Today 
there  is  a  vast  body  of  men  and  women  here  who  are  ready  to  assume 
the  fmal  burdens  of  sovereignty. 

But  48  years  is  but  a  moment  in  the  historical  development  of  a 
nation.  The  swift  strides  of  science  and  technology  and  of  cata- 
clysmic concepts  of  world  relations  have  been  enough  to  bewilder  the 
most  enlightened  of  peoples  and  to  puzzle  the  most  advanced  of  gov- 
ernments. The  Philippine  nation  faced  the  double  necessity  of 
educating  its  people  to  literacy  and  to  an  awareness  of  their  demo- 
cratic privileges  and  responsibilities  and  of  keeping  step  with  the 
changing  pattern  of  world  thought  and  economic  technique.  Only 
in  the  past  4  years  there  has  emerged  from  war  a  new  understanding 
of  the  interdependence  of  peoples.  Man  has  learned  that  peace  and 
prosperity  are  indivisible  and  thai  no  man  can  be  safely  free  or  con- 
tent while  another  lives  in  slavery  or  suffers  in  misery.  Slavery  and 
poverty  are  contagions  which  spread  their  toxins  wide  over  the 
earth.  The  insidious  poisons  of  subjugation  and  want  speed  through 
the  arteries  of  modern  communications  and  bring  the  illness  of  war 
to  all  mankind. 

In  the  Philippines  there  is  much  to  be  done  to  eradicate  poverty, 
to  banish  economic  injustice.  But  the  weapons  of  attack  upon  these 
problems  are  at  hand.  Democracy,  with  all  its  defects,  is  an  efficient 
tool  for  the  elevation  of  the  economic  status  of  men.  The  will  of  the 
people,  freely  expressed,  can  move  mountains.  But  that  will  must 
be  intelligently  expressed  and  constantly  exposed  to  the  healing  light 
of  truth  and  tolerance  and  understanding.  Democracy  cannot 
flourish  side  by  side  with  ignorance,  bitterness,  and  prejudice.  It 
does  not  thrive  in  the  darkness  of  fear. 

The  ravages  of  war  which  have  been  visited  upon  the  Philippines 
are  passing  wounds.  They  can  and  will  be  healed.  The  healing 
power  is  here  in  the  courage  and  determination  of  the  people.  Help 
is  being  extended  from  the  United  States,  not  out  of  compassion  but 
out  of  friendship  and  understanding,  a  bond  sealed  in  blood.  There 
are  few  in  the  world  today  who  wish  the  Filipino  people  ill.  There  are 
few  souls  so  black  with  evil  as  would  rob  this  land  of  its  birthright 
or  of  its  richly  deserved  opportunity  to  succeed  in  its  historic  venture. 
But  those  few  do  exist.  And  as  evil  takes  many  forms  and  shapes, 
even  those  of  goodness,  we  must  warn  the  Filipino  people  against 
shining  panaceas  of  prosperity  based  on  methods  which  violate  the 
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■conscience  and  the  tried  experience  of  mankind.  Men  must  be 
secure  in  their  hberties,  in  their  persons,  and  in  their  property. 
Philosophies  of  government  which  promise  well-being  but  which 
tolerate  violence  and  sanction  dictatorship  are  creeds  of  darkness. 
Men  who  have  lived  in  freedom  but  who  do  not  prize  it  and  would 
exchange  it  for  the  promise  of  economic  equality  soon  find  that  they 
have  made  a  bitter  trade.  Necessity  is  a  tyrant's  plea  for  the  abolition 
of  liberty. 

But  the  freedom  to  speak  and  to  think  and  to  worship  are  not  the 
only  freedoms.  There  is  freedom  to  work  and  to  inquire  and  to  criti- 
cize. There  is  the  freedom  to  develop  and  fulfill  the  promise  of 
ability.  And  finally  there  is  the  essential  freedom  from  fear  and  hate 
based  on  nationality  or  creed.  These  are  vital  freedoms.  Safeguard 
them  well. 

There  are  those  in  this  land  as  in  others  who  confuse  national  license 
with  liberty,  false  dignity  with  worth.  There  are  those  who  hold  up 
the  shining  word  of  freedom  to  lure  this  people  toward  the  swamps  of 
disaster.  They  would  wrap  themselves  in  the  threadbare  cloak  of 
national  isolation  and  wait  blindly  for  the  storms  of  economic  catas- 
trophe. That  way  is  the  way  to  chaos  and  dictatorship.  The  one 
inherits  the  reign  of  the  other.  There  can  be  no  freedom  in  a  land 
of  hunger  and  despair.  There  can  be  no  democracy  in  a  land  roamed 
hj  the  wolves  of  false  pride  and  hatred. 

The  values  of  democracy  are  proved  beyond  question.  The  might 
and  strength  of  the  United  States  shine  out  upon  the  world  with  reas- 
suring light.  The  Philippines,  in  leaning  upon  this  power  and 
strength,  is  no  more  than  asserting  a  well-earned  right.  Until  the 
Philippines  can  stand  alone  on  its  own  economy  and  power,  America, 
a  sister  democracy,  offers  comfort.  This  involves  no  decrease  in 
sovereignty,  no  compromise  with  national  dignity.  America  would 
not  have  it  so.  No  day  will  more  gladden  the  heart  of  America  than 
the  day  when  the  Philippines  can  stand  alone  economically  as  well  as 
politically  and  contribute  in  full  measure  to  the  economic  well-being 
of  the  peoples  of  the  earth.  But  until  that  day,  the  United  States 
stands  ready  to  furnish  essential  economic  support  so  that  the  political, 
independence  to  be  bestowed  upon  this  Nation  and  its  Government 
may  be  preserved — so  that  this  democracy  wrought  here  by  a  half- 
century  of  effort  may  continue  to  point  a  way  to  the  peoples  of  the 
East. 

In  proclaiming  the  independence  of  the  Philippines,  we  attach  no 
reservations  or  exceptions.  None  is  asked.  None  is  needed.  There 
will  be  proclaimed  the  full,  complete,  and  absolute  independence  of 
the  Philippines.  But  those  words,  themselves,  are  relative  to  the 
new  conditions  we  face  in  the  world  today.  If,  by  independence,  we 
mean  nondependence,  there  is  no  nation  in  the  world  which  is  inde- 
pendent today.  All  nations  have  yielded  some  of  their  independence, 
of  their  absolute  independence,  to  the  airplane,  the  radio,  and  the 
atom  bomb.  There  can  be  no  absolute  sovereignty,  if  by  absolute 
sovereignty  we  mean  absolute  freedom  of  action.  In  1914  a  single 
shot  set  off  a  world  explosion.  In  1939  the  refusal  by  a  single  nation 
to  compromise  a  corridor  of  its  territory  shook  the  very  structure  of 
civilization  and  brought  death  and  ruin  to  millions.  When  a  Japa- 
nese force  engaged  in  warlike  maneuvers  at  Loukouchiao  in  northern 
China,   on  July  7,   1937,   and  launched  an  attack  against  a  small 
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Chinese  garrison  in  the  city  of  Wanping,  Manila,  3,000  miles  away; 
was  already  in  danger.  We  did  not  fully  understand  it  then.  We 
know  it  now. 

And  so  the  nations  of  the  earth  have  come  to  recognize  that  there 
are  limits  to  freedom  of  action.  A  great  and  wise  American  jurist, 
Justice  Oliver  Wendell  Holmes,  once  said  that  freedom  of  speech  does 
not  include  the  freedom  of  an  individual  to  shout  "fire"  in  a  crowded 
theater.  So  nations  today  realize  that  freedom  does  not  mean  the 
freedom  of  irresponsibility.  Today  we  know  that  all  nations  have  a 
common  responsibility  to  one  another,  the  responsibility  to  consult, 
to  discuss,  and  to  arrive  at  decisions  by  the  methods  of  deliberation, 
the  responsibility  to  help  one  another  in  distress  and  against  dangers, 
the  responsibility  to  permit  equal  access  to  resources  and  products  in 
all  the  areas  of  the  earth.  In  practice  that  means  a  mutual  system  of 
defense  and  consultation,  a  forum  for  discussion  and  deliberation,  a 
machinery  for  enforcing  the  general  authority  of  mankind — it  means, 
in  short,  the  institution  of  community  government  among  nations  as 
well  as  among  individuals.  Law  and  order  must  prevail  among 
nations  as  well  as  among  people. 

In  such  a  system,  the  new  relationship  between  the  United  States 
and  the  Philippines  sounds  a  harmonious  note.  The  Philippines  and 
the  United  States  undertake  to  give  comfort  and  security  to  one 
another  and  to  the  other  nations  of  the  earth.  In  the  special  ties 
between  our  two  countries  there  is  no  exclusiveness  but,  rather,  the 
willingness  of  one  neighbor  to  help  another.  The  existence  of 
American  military  bases  in  the  Philippines  is  part  of  a  world  system 
of  security.  It  recognizes  a  mutuality  of  defense  interests,  a  com- 
munity of  common  principles  to  be  upheld.  The  United  States  fears 
no  nation.  The  United  States  threatens  no  nation.  The  United 
States  has  designs  on  no  nation  and  asks  nothing  in  selfishness  from 
any  nation.  We  recognize  a  special  obligation  to  the  Philippines. 
That  obligation  will  be  discharged. 

The  United  States,  mighty  in  its  new  consciousness  of  power,  but 
humble  in  its  exercise,  has  underwritten  the  security  of  the  Philippine 
Republic.  This  is  not  done  in  the  expectation  of  reward  or  concession. 
This  is  not  done  because  of  imperialistic  interest  in  this  part  of  the 
world.  Our  only  interest  is  the  protection  of  the  peace  of  the  Pacific 
and  the  safeguarding  of  the  rights  of  peoples  to  work  out  their  destiny 
in  peace  and  security,  in  freedom  and  dignity. 

We  have  taken  the  unparallelled  action  of  transferring  sovereignty 
over  this  land  to  the  Philippine  Republic  because  we  recognize  the 
inalienable  right  of- all  peoples  to  be  the  masters  of  their  own  fate. 
The  only  condition  is  that  there  must  be  a  desire  and  a  readiness  on 
the  part  of  the  people  in  question  to  manage  their  own  destinies  and 
to  maintain  the  welfare  and  the  security  of  the  inhabitants  of  the  land. 
This  readiness  and  willingness  have  been  demonstrated  by  the  people 
of  the  Philippines  beyond  all  shadow  of  doubt. 

America  has  a  mighty  stake  in  the  Philippines.  It  is  not  an  econo- 
mic stake  in  the  sense  that  we  have  an  expectation  of  economic 
privilege  in  this  land.  As  a  nation  the  United  States  expects  no  profit 
from  this  pitifully  devastated  area.  Our  stake  is  our  belief  in  de- 
mocracy as  a  way  of  life.  The  Philippines  are  a  democracy  in  our 
own  pattern  and  design.  We  planned  it  that  way.  We  made  it  that 
way.     Now  the  chance  is  afforded  us  to  set  an  independent  and 
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democratic  Republic  on  the  high  road  to  national  success.  Whatever 
effort  is  required  on  the  part  of  the  United  States  must  not  be  spared. 

This  is  the  first  democratic  Republic  of  western  mold  to  be  estab- 
lished in  the  Orient.  All  the  races  and  peoples  of  the  Far  East  will 
watch  the  progress  of  the  Philippine  Nation.  Today,  with  the  repre- 
sentatives of  many  lands  in  attendance,  we  proclaim  complete  con- 
fidence in  the  success  of  this  venture. 

And  now  there  approaches  a  moment  that  will  stand  apart  in 
history,  in  your  history  and  ours.  The  United  States,  so  long  sover- 
eign here,  is  about  to  renounce  the  prerogatives  of  sovereignty. 
Forty-eight  years  of  history  will  end .  The  spirits  of  the  ancients  will 
look  down  with  wonder  at  what  we  are  about  to  do.  Those  noble 
souls  of  Philippine  history  who  struggled  and  dreamed  for  this 
moment  may  well  look  down  and  take  joy  in  what  we  are  doing. 
The  aspirations  of  Jose  Rizal  and  of  Manuel  Quezon  and  of  many 
another  Filipino  patriot  are  hereby  realized.  They  are  here  with  us 
now,  weeping  such  tears  as  angels  weep,  as  we  capture  this  priceless, 
immemorial  moment  for  our  deeds  and  words.  I  read  now  the 
proclamation  of  the  independence  of  the  Philippines: 

[Reading  of  proclamation.] 

A  nation  is  born.  Long  live  the  Republic  of  the  Philippines! 
May  God  bless  and  prosper  the  Filipino  people,  keep  them  safe  and 
free. 

o 


